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Ottawa, Ontario. 
January 25, 1960. 


---On commencing at 10:00 a.m. 


THE CHAIRMAN: All right gentlemen, we will 
come to order, please. 


Mr, Frawley. 
ROBERTS, JAMES MERRICK, resumed, 


CROSS-EXAMINATION BY MR. FRAWLEY: 

Q. Mr. Roberts, I wish you would turn to 
the end of our eet cAteatns es on Friday afternoon. 
There was an unanswered question on page 3674. I 
thought I would just put that to you again. 

We were discussing the consequence that there 
having been found that there was a conflict between 
the language of the Transport Act -- I notice that 
the reporter has Transportation Act -- the Transport 
Act and the Railway Act, and that you did not have to 
apply the one and one-third rule to agreed charges. 


And then I put it to you, about line 15, 


"Q. Then, I put it to you that the number 
of open published competitive rates 
to the west coast went down, and the 
number of agreed charges to the west 
west coast went up? 

A. We were able to put in rates and make 
money. 

Q. And then charge the intermediate points 
just what the traffic would bear? — 

A. No, what was necessary to meet 


competition and move the traffic. 


ae 7 ; a i. 7 


; Sr 


oF stint bisow voy, dat 3 E <adasdon a 7 e 00 
nvommetis YAbivi no nottentitexe-esor9 Ho 40 par le sit 

I AYE egeq ao notdsoup borowenems fo ew oer | | a 
eimgs woy ot tact sag veut biow ” pkio8 | 

ered’ died somsupeadoe ons sataansash STOW malt : 


droqanee? ond -~ Joa : sale ot 40. sey 
od ovine ton pip MOY Jane bes etoa woiteliy oct bas. toa | lar a 

i ara beaige o¢ efwt buteld-sn0 brs, omO ont viaae | ie 
PL omtl Jnode. bh ot 3k aug £ aon bash | 


tedinun ott tard voy oF tL dag 1 Oa gh _ ayy | 

OTR av ttidegmoo bedetidca mega to | 
9d3 bas .nwob inew tase deew ond oF 
teen eit o¢ asgtado bestge to medmun 
Rasy odnew tenon teow. 

oune bre astes af dug og elds stew OW a 
yesom 

admiog etshbearednt orld eguasto neds Dad ® 
(Tased blyow oftterd ond damn dew 

teem of Yreseesen esw deeiw on | ae =) 

,OlTisss edt evom brs aoLttveqmos : lige | . 


fees ane ae 


. ° co. LTD. 
cut Soe amane ROBBERS. or, ex. 3679 
irawley 


Qe No, what the traffic would bear -- just 


as high up as the traffic would bear?" 


And then that was not answered. 

Now, Mr. Roberts, isn't that so, having got 
rid of what we regarded as the restrictive one and 
one-third rule, then you were able to apply rates to 
the intermediate points on the value of service basis? 

| A. We were able to put in competitive rates t 
the Pacific coast to meet competition, Mr. Frawley, 

and also other rates published to intermediate points 
to move the traffic« | 

Q. You don't mean that exactly. |§ You were 
able to put in agreed charges which are a form of 
competitive rates? 

Ae That is correct. 

Q. And then charge the intermediate points 
whatever the traffic would bear? 

Ae I would prefer to say the rates that 
would move the traffic -- that were necessary to move 
the, traffic. . 

Qe I am not using this phrase what the 
traffic will bear" in any sinister sense. "What the 
traffic will bear" -- that is a guiding principle 
throughout your rate-making? 

A. You will go along with me, sir, we 
put in rates necessary to move the traffic. 

Q. Necessary to move the traffic, and as 
high up as you could get? 


A. We get the maximum contribution we can, 
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consistent with the movement of the traffic. 

Qe And if you had to put in a class rate, 
that would do it, or if you had to put in a commodity 
rate, that would do it, You do not have the 
restriction of the one and one-third rule applying 
any more, and then you could charge the intermediate 
800 miles charter haul; you could charge 150 per 
cent of the Vancouver rate or maybe 200 per cent of 
the Vancouver rate; just what the traffic would bear. 

A. Whatever the competition conditions 
necessitated, Mr. Frawley. 

Q. I just wanted to put the position 
clearly before the Commission. | 

And now, on page 19. Perhaps I had better 
take you to page 19 of your precis. That precis is 
the one memorandum with respect to principles of rate- 
making, etc. 

Now, you are asking with regard to export 
of grain a date that will return you full cost? 

A. That 4s correct. | | 

Qe Full distributed costs? 

A. That is correct. 

Q; And what you say is, at the second last 
full paragraph on page 19: | 


"In view of the large volume of western 

grain moving to export positions in relation 

to total traffic, it is apparent that unless 

a substantial burden were to be placed-on other 


traffic or on the railways, the just and j 
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reasonable level must meet the total 


cost of transporting the grain traffic". 


In other words, that is the just and 
reasonable rate, the rate which will return you full 
cost? 

A. That is correct, sir, in relation to 
the grain traffic in western Canada. 

| Q. And even if that requires a 100 per cent 
increase in the existing statutory rate? 

A. Well, I.would say, sir, that that is 
correct ; that's our submission. 

G. Yeast... | 

A. But this is a just and reasonable basis 
of rates. 

Q. And you say you must have this full 
cost rate unless a substantial burden is placed on 
other traffic, or, on the railways? 

Ae That is correct. 

Q. Now, the other rates which are, as 
a result of your own action, forced upon you by 
economic conditions also fall far short of returning 
full cost; they also are placing a substantial burden 
on other traffic? 

A. I wouldn't say, sir, Mr. Frawley -- 
all other rates, no, sir. 

Q@. Yes. All of the rates which are down 
around the level of the Crow's Nest Pass rates 
returning you about 5/10ths of a cent or 6/10ths of 


a cent or 8/10ths of a cent per ton mile? 
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A. L.do not know of any other rates, Mr. 
Frawley, that are in that neighbourhood, unless you 
speak of the rates on coal, say, from Alberta to 
eastern Canada, They are pretty low. 

Q. Rates on coal; rates on grain to Halifax 
-- surely we do not have to go all through this 
exhibit. 

MR. SINCLAIR: Mr. Chairman, as I recollect, 
Mr. Frawley spent considerable time with two witnesses, 
Mr. McCoy and Mr. Roberts, on this exhibit; and my 
recollection may not be as clear as his -- ‘after: all 
he made the exhibit -- and we have not had a chance 
to fieoke as at yet because they were not copied. But 
as I recollect it, he could only find one or two rates 
that ueee even close to 6.6 cents 0.6 cents per ton mile, 
and most of them that he gave reference to were 9.9 
cents, .84 cents, and matters of that kind which, of 
course, I suggest is certainly very, very far from .5 
cents. 

MR. FRAWLEY: Well now, Mr. Chairman, it 
might be helpful -- this exhibit is here, Certainly 
it is true it is unfortunate it was not reproduced 
in sufficient copies for everybody to see it. It 
Will be reproduced. It is now reproduced sufficient 
for the Commissioners to see. 

This is Eximbit 86, and before I proceed to 
question Mr. Roberts any more, in view of my friend's 
objection, I will go through the exhibit and point 
out the rates which are less than one cent per ton 
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MR, SINCLAIR: Mr. Chairman, less than one 
cent per ton mile -- the grain rates on the average 
came to .5 cents. That is half of a cent. That is 
my point. 

MR. FRAWLEY: If my friend will be patient, 
I will give it the .9,..8, .75 ..63 not make it 
any more or any less. 

THE CHAIRMAN: Well, pick out from the 
exhibit the ones you want. 

. MR, FRAWLEY: Q. «8»-on page 1 of this 
exhibit: iron and steel articles, Montreal to 
Vancouver. 

A. What is the distance? 

Qrreel hile 2878; 

A. 2878, that is right. 

Mr. Frawley, the rate, the revenue per ton- 
mile which.we are referring to there on statutory 
grain for that distance would be, even with 100 per 
cent increase, would be about the same. 

THE CHAIRMAN: Perhaps when Mr. Frawley gives 
the figure of the rates, he could give the length of 
haul. 

MR. FRAWLEY: I will give that as I go 
through, and I do not think it will take too long. I 
do not expect to go back to this exhibit, but I will, 
after: all, in view of the position taken. 

MR. FBAWLEY: Q. On page 1, Exhibit 86, 
iron and steel articles, Montreal to Vancouver, 2878 
miles, 8.34 cents per mile. 


A. About the same as we are suggesting, Mr. 
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Frawley, for the statutory rates on grain. 

MR. SINCLAIR: That has increased 100 per 
cent. 

THE WITNESS: Increased 100 per cent, yes. 

MR, FRAWLEY: Q. Calcium silicon, Welland, 
Ontario to Sydney, Nova Scotia, 1342 miles, .732 cents; 
wrought pipe, Montreal to Vancouver, 2878 miles, .834 
cents per ton mile; iron and steel ingots, Hamilton 
to Sidney, 1302 miles, 823 cents per ton mile; cast 
iron pipe, Three Rivers to Vancouver -- that is an 
error. It should be Toronto to Vancouver , 3053. 
That is not worked out properly. I had better skip 
that one. Apparently the rate clerk who did this 
was using Three Rivers mileage and using 1/10th, or 
using Three Rivers. They should have used 118 as 
the rate, and that would give a slightly different 
rate per ton-mile and using Toronto, and I think the 
mileage there to Vancouver -- do you happen to know 
offhand the mileage, approximately? 

A. About 2700. 


(Page 3687 follows). 
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Q. Well, then, that is more accurate. Then, 
the rate per ton mile wouldn't be .721, it would be | 
slightly different. 

Then, iron ore steel skelp from Hamilton, 
Ontario, to Port Moody, B.C., 2718 miles, .699 cents per 
ton mile. 

Coal from Bienfait, Saskatchewan, to Fort 
Frances, Ontario, 502 miles, .653 cents per ton mile. 

Coal, Montreal to Toronto, 335 miles, .836 
cents per ton mile. | « 

Zinc bullion, Flin Flon, Manitoba, to Quebec, 
2077 miles, .953 cents per ton mile. 

Zine fume from Tadanac, B. C. to Montreal, 

2553 miles at .971 cents per ton mile. 

Coal, Edmonton to Regina, 485 miles, .969 
cents per ton mile. 

Coal, Sheerness, Alberta, to Brandon, Manitoba, 
612 miles, .850 cents per ton mile. 

Common salt for export, Goderich to Halifax, 
1239 miles at .823 cece per ton mile. 

Iron or steel plate, terne:or tin, for export, 
Hamilton to Halifax, 1143 miles at .787 cents per ton 
mile. 

Barley, corn, oats, rye, wheat, flour and grain 
products,ex lake for export, Port Colborne, Ontario, to 
Halifax, Nova Scotia, 1191 miles at .655 cents per ton 
mie, 

Coke, petroleum or pitch in bags for export, 
Welland to Halifax, 1183 miles at .545 cents per ton 
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Grain for export, Port Arthur to Halifax, 
1692 miles at .632 cents per ton mile. 

Now, I understood you on Friday to say that 
the reason that you felt that you should get a rate 
returning full cost was that it was a basic rate; as 
you say, the movement was basic? 

A. That is right; it is the largest single 
segment of traffic we have on the Canadian Pacific 
system. 

Q. -And you. went..further, though, and said 
that the plant -- it was basic to the plant? 

A. Yes. 

Q. And the plant was constructed for that 
purpose? 

A. That is right, in that particular part of 
the country. 

Q. And that is basic to the plant, and I will 
not go over the cross-examination that Mr. Dickson and 
Mr. Mauro had with you about that, but do I understand 
that these lines in Westem Canada were built just to 
bring grain out for export? 

A. They were built for all the traffic that 
was offering, and the major traffic that has developed, 
Mr. Frawley, is the export grain and the gathering 
system. 

Q. That may be, but they were built, first 
of all, I suggest, to take the settlers in to that 
country? 

A. Well, to develop the country. 


Q. To develop the country for whatever was 
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going to come out of it? 

A. That is right. 

Q. You didn't build a line out from Red Deer 
to Ullin in the Rocky Mountain country to bring out 
grain? : 

A. Well, we built it to develop the country, 
and, as I say, the major movement is grain for export. 

Q. That is past talk, that is after the event, 
but I challenge your statement when you. say the plant 
was built to move the grain out to the lakehead from 
Vancouver; it was built by the Canadian Pacific Railway 
pursuant to its charter to develop Western Canada. 

? A. It was built and it has since been main- 
tained, Mp Frawley, particularly for the movement of 
grain to export positions. 

Q. And this plant that you say is basic, 
those are all the branch lines in Western Canada that 
move grain out onto the main line? 

| A. The majority of them, yes, sir. 

Q. And that is the plant to which the traffic 
is basic, to which the grain traffic is basic? 

A. The grain traffic is basic and it is 
maintained and the branches are maintained.primarily 
for that movement. 

Q. And it is because of that that you feel 
you are entitled to get full cost on that traffic? 

A. In view of the large segment of traffic 
involved, Mr. Frawley, yes; we feela fair contribution 
is the difference between the variable cost and the full 


cost of that particular traffic. 
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Q. I would like to call your attention to 
your traffic density map for the year 1948 and ask you 
to point out to me where this basic plant is and the 
kind of traffic density you have for which you are 
suggesting that you should get full costs. Will you 
look at this document? I will reproduce that, there 
may be some difficulty but I will endeavour to have 
it reproduced in colour, which is as it is now, because 
I think it is rather important for the Commission to 
have this traffic density map and to take a look at 
those branch lines which are basic and which was 
constructed in such a way and for such a purpose that 
now grain should carry full costs. 

THE CHAIRMAN: This was --- 

MR. SINCLAIR: Construct and maintain, the 
Witness said. He just forgot to put that in. | 

MR. FRAWLEY: I am not going to get into an 
argument now. Probably I had better go over all of 
the branch lines in my own province and find out which 
ones of those branch lines were constructed for the sole 
and only purpose of bringing out grain. 

MR. SINCLAIR: And maintain, Mr. Chairman. 

I hope that my friend is watching the conjunction "and" 
which the witness has put in that my friend has given 
him an opportunity to do so. 

My friend has shown Mr. Roberts what he calls 
a density chart, I presume that is what it is, showing 
densities in 1948, 

We are now dealing with the situation in 1958, 


some ten years later, and certainly I would think that 
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a person looking at a density chart that is some ten 
or some years old, the changes that have taken place 
in Canada in those ten years would become, of course, 
very far off the mark,obviously. 

THE CHAIRMAN: My recollection is that both 
railways filed in the Turgeon Commission density charts, 
did they not, the Canadian Pacific Railways and the 
Canadian National? 

MR. SINCLAIR: Yes, sir. At that time, Mr. 
Chairman, it was decided long before the case started 
that we would proceed and develop density charts, be- 
cause it was at that time argued that Canadian National 
required certain relief because of light lines, rela- 
tively, and in answer to that the Canadian Pacific said, 


' and a very 


"You are not too different to ourselves,' 
special study was prepared and carried out to develop 
that as going towards that specific point. 

THE CHAIRMAN; Was any such consideration on 
the part of the railways given in respect of these 
charts for this Commission? 

A. No, sir, if we gave consideration we would 
have had to start a long time ago if we wanted this data. 
We gave consderation to it and came to the conclusion 
that it wasn't necessary and relevant to the material 
that was being dealt with here, and it has not been 
prepared because the data hasn't been prepared. 

THE CHAIRMAN: Well, bearing that in mind, 
perhaps we had better let Mr. Frawley proceed. 

MR. SINCLAIR: I want to say this before Mr. 
Frawley proceeds, that I think the evidence has made it 
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abundantly clear that in regard to Canadian Pacific 
Mr. Stenason said, recollecting his evidence, there 
were some 28,000 miles of branch lines, and there was 
some mileage on the main line and on sidings and yard 
tracks, up to some 3,000 miles of the Canadian Pacific 
plant in Western Canada that was solely related to 


grain. 


(Page 3697 follows) 
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Now, each of those pieces of track that 
were so developed had been given to my friend through 
the material that we have supplied to them. They 
have asked us for this, they have looked at other 
working papers, they considered them in Montreal with 
us - not with Mr. Roberts, of course, but with our 
costing people - and they have asked us to specify 
the things: what are the names of them, where are 
they. This we have done. 

Now, that is solely related. The Commission 
will recall that where we had plant Solely related 
to grain, that was part of the variable cost. Aside 
from that, there was this other question that because 
grain - and this is where this material seems to 
be coming somewhat confused between costing and other 
things - that where the traffic was of such a size, 
some 40 per cent, I think Mr. Edsforth started by 
Saying that when there is that large a segment of 
traffic, then you would have to look upon a fair 
contribution as being the total cost, I think was 
lis phrase. In our material we said it couldn't 
be appreciably below, in our written material filed 
by counsel, in our submission. It is one, thing 
to be dealing with solely related segments of traffic - 
and in detail that has been supplied to my friends - 
and it is another thing to be talking about what 
is the fair contribution over variable costs in 
relation to the total traffic in the area, and that 
is what Mr. Roberts is talking about. Mr.Roberts is 


not talking about the costing technique at all; 
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he is talking about what the railways should receive . 

as a fair contribution for that kind of traffic 

over variable costs, and he has said that it is 

such a large thing that it is the difference betwem 

variable and total costs, and to put to the witness 

now density charts is, to my mind, completely 

irrelevant to what is being discussed with the witness. 
MR. CHAIRMAN: Of course, Mr. Frawley has 


not yet developed what he intends to get from the 


witness. 
MR. SINCLAIR: Maybe I have anticipated, 
THE CHAIRMAN: I think so, We don't wish 
to restrict cross-examination. Go on, Mr. Frawley. 


MR. FRAWLEY: Of course, if I had a 1958 
density map I wouldn't be offering him 1948, and 
it is entirely beyond my ability to produce a 1988 
density map, and I want tec show the witness the only 
density map I have available, 1948. It was used 
before the Turgeon Commission in 1950, and it shows 
where this basic plant is, where this basic plant is 
that was being constructed and is being maintained 
for the grain traffic, it shows where it is, and it 
gives some idea whether it is light or heavy. I 
would undertake, and I would like it to be given an 
exhibit number now - it is for the Commission to 
ascribe its weight, and I would ask for a number to 
be reserved for it now, and I would therefore like to 
file it and I would like to discuss it now with Mr. 
Roberts. 

THE CHAIRMAN: You want the number reserved 
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now? 
MR, FRAWLEY: Yes. I think it might be 
useful, sir. 
THE CHAIRMAN: What is the title of it? 
MR. FRAWLEY: Canadian Pacific Freight 
Traffic Density Chart Corresponding to Exhibit A 
of Canadian National Submission, Year, 1948, Based 
on Gross Ton Miles (on Class contents) per Mile of 
Traffic per annum, and there is a legend also | 
explaining what the colours mean. | 
THE CHAIRMAN: Exhibit 90. 
~-~EXHIBIT NO. 90: Freight Traffic Density Chart 
Corresponding to Exhibit A 
of Canadian National Submission, 
1948 Based on Gross Ton Miles. 
MR, PRAWLEY: That is Canadian Pacific. 
I handed in ~ I am not sure that it was marked. 
THE CHAIRMAN: No. 
MR. FRAWLEY: Perhaps this would be a good 
time to mark it. | 
THE CHAIRMAN: It could be reserved with 
90. 
MR. FRAWLEY: Let's call it 91. I will 
send it out to Edmonton and have it reproduced. 
| MR, COOPER: No.’-90 is the Traffic Density 
Map for 1948. 
MR. SINCLAIR: On gross ton miles. 
THE CHAIRMAN: Plus the C.N.R. one,too. 
MR, FRAWLEY: Well, we will give them 


separate numbers. The Canadian National one could 
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be marked as Exhibit 91. 

MR, COOPER: Mr. Frawley, would you indicate 
to the reporter the accurate description of Exhibit 
91. 

MR. FRAWLEY: Well, I haven’. got it now, 
but it is a Canadian National Railways Freight 
Traffic Density Chart for the year 1948, and I think 
that will be sufficient. 

MR.-SINCLATR: On gross ton miles. 9 
think that is important. 
~--~EXHIBIT NO. 91: Canadian National Railways Freigh 

| | Traffic Density Chart for the 
year 1948 based on Gross Ton 
Miles. 

MR. FRAWLEY: Qe Now, Mr. Roberts, 
coming out to the Province of Alberta, you find 
some red lines, some red marked branch lines, and 
some yellow and some green, and the legend explains 
that the green lines, the railway tracks shown in 
green, are in excess of 1,500,000 gross ton-miles 
per mile of track per annum. The yellow track, desig- 
nated . yellow is described as between 1,500,000 
and 250 thousand gross ton-miles per mile of track 
per annum; and, finally, track per annum; and, 
finally, the red lines show below 250 thousand gross 
ton-miles per mile of track per annum. 

THE CHAIRMAN: Mr. Sinclair, you were on 
your feet. 

MR. SINCLAIR: I was going to let my 


friend - as you says, not anticipate how he is going to 
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phrase his. question. I notice he is thinking about 
how he is going to phrase it, so I think I had better 
let hin. | 

MR. FRAWLEY: Q. Now, Mr. Roberts, anyway, 
could you reproduce that map identically as it is 
shown there for the year 1958? 

A. I don't know, sir, whether it could 
be reproduced or not. 

MR, SINCLAIR: I have just told my friend 
in answer to the Commission that we don't have oe 

THE CHAIRMAN: Do you have a study which 
would allow you to do that? 

MR. SINCLAIR: - The answer is no. Is Mr. 
Frawley expeeting the witness to say that what I 
had informed the Commission is wrong? 

‘MR. FRAWLEY: Without a special study the 
Canadian Pacific cannot reproduce a sitiilar map, I 
am not saying any more about it. 

Qe Mr, Roberts, do you happen to have the 
effective rate from Calgary to Vancouver just prior 
to the General Order 448 of 12 September, 1927? 

It is the rate just before the Crow basis was applied 
westbound. If. you havn't got it now, it could be 
put in sometime later. 

MR, SINCLAIR: Mr. Edsforth - did he give 
it in his evidence, do you know? He did not. Very 
well, we will look it up and put it in later. 

MR. FRAWLEY: Mr. Roberts, what has bem 
the accumulative percentage increase in the level 


of rates on domestic grain in western Canada since the 
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first post-war increase? 

Ae Ninety per cent. 

Q. So that you are asking that the export 
grain rate be increased in one step by more than the 
total of the increases applied to domestic grain since 
1948? 

A. That is because, Mr. Frawley, it has 
not been treated, the statutory rates en grain have 
not been treated by any of the post-war increases. 
Asa matter of fact, the domestic grain rates were 
not increased subject to any of the general increases. 
from 1948 to 1952, and then the Board applied an 
increase at that time. It has been subjected to the 
general revenue increases since 1952, and it is still 
under investigation by the Board. 

Qe In any event, what you are saying is 
that domestic grain went up about 90 per cent since 
1948, and now you are asking to pick up the export 
grain revenue and double that, a herded that by 100 
per cent. | 

Ao That is what we consider a fair and 
reasonable basis, yes, sir, and the domestic grain 
rate is still not settled. 

Q. When a train leaves Calgary on the way 
to Vancouver and one car is destined ultimately for 
export and the car immediately behind it is ultimately 
destined for Buckersfield, we will say, and going 
into domestic consumption out there, there isn't any 
difference in moving those two cars. 
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difference insofar as the grain is concerned, because 
the car going to Buckersfield is for the domestic 
market in Vancouver; the car that is going to the 
export elevator, that is only a vars of the total 
transportation charge, and you have to remember that 
that grain is going to move out of that export 
elevator into the foreign market, the United Kingdom, 
Japan » India, in competition with grain first grown 
in quntiattas in India and in the Argentine. 

Q. I simply asked you « whether or not, 
from what little you know about cost, whether the 
second car behind the export grain car, the domestic 
grain car, you would have laid out any more money to 
move the domestic car from Calgary to Vancouver than 
you laid out to move the export car from Calgary to 
Vancouver. 

A. You would have to ask a costing man. 

MR. SINCLAIR: If it is going to the same 
elevator as the export traffic and it moves the 
same distance and it starts at the same place and 
gets the same kind of movements, the answer on behalf 
of Canadian Pacific is that there would be no 
difference, It has been considered by the Supreme 
Court of Canada in the case of British Columbia versus 
the Canadian Pacific et al; in which case the Supreme 
Court just this last year decided was proper and 
correct the way we were rating the grain that was 
moving in the domestic service in the west coast. 

THE CHAIRMAN: Do you have the citation, 
Mr. Sinclair? 
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MR. SINCLAIR: Yes, I put it in when Mr. 
Roberts was giving his evidence in chief. It is 
there, sir. 

MR. FRAWLEY: Mr. Chairman, in view of 
the distinction which my friend Mr. Sinclair was 
drawing between the traffic density chart which I 
was discussing a moment ago with Mr. Roberts, Exhibit 
No, 90, and calling attention to the fact that it 
was based on gross ton-miles, I just want to say that 
the Commission will find at page 2 of the submission 
of the Canadian Pacific Railway Company to the Royal 
Commission on Transport, that is the first Turgeon 
Commissi Gt, in the pied ha to Part ks a. Traffic 
Density shant entitled; "Canadian Pacific Railway 


Company. Freight Traffic Density, 1948. MTraffic 


Density is shown by figures in fine lines in units 
of 100 thousand net ton- miles of revenue and non- 
revenue freight in mile of road in directions 
indicated by arrows", 

I ask the Commission and Commission staff 
to have access to that, or, tm. direct the Canadian 
Pacific to reproduce that chart, if the Commission so 
wished, | | 

MR, SINCLAIR: Why should we produce it? 

MR. FRAWLEY: It is better to get it on the 
record now. You ridiculed. gross ton miles. | 

MR, SINCLAIR: I wasn't ridfculing. This 
one wasn't gross ton-miles. The souveniien of 
revenue to gross ton-miles is all explained in a 


very voluminous record some ten or twelve years ago. 
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MR. FRAWLEY: Q. Mr. Roberts, you were 
calling attention im your precis to the difference 
between the United States rates to move grain to 
export and the Canadian rates to move grain to export. 

A. Yes, sir. 

Qe And the American wheat you were calling 
attention to was spring wheat? 

Ae I don't know what kind of wheat, but 
it is wheat moving into export positions. 

Qe I suggest to you that American spring 
wheat has not been priced on an export basis for 
twenty-five years. ) | 

3 MR, SINCLAIR: There are lots of wheat 
besides this. 

MR, FRAWLEY: Q. Now, Mr. Roberts, can 
you tell me how you are going to obtain your 
increases if your proposal is accepted? How are 
the horizontal percentage increases that are granted 
from time to time by the Board of Transport 
Commissioners as a result of increased costs - how 
are you going to get these increases from your 
export grain traffic? . 

A. We would apply to the Board for a 
general increase. 

Qe And then you would get an increase, an 
across the.board increase of, say, 15 per cent’ There 
is one pending, 

A. Depending on what is required to 
meet our costs, Mr. Frawley. 


Q. Suppose there was an increase of 15 
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per cent, then you expect that 15 per cent increase 
to apply on the export grain traffic? 

A. Well, the cost of hauling that has 
gone up along with the cost of hauling other traffic. 

Qe Where would you get it? - because 
you have made it plain that these are going to 
be left under Parliamentary control and the farmer is 
not going to pay this increased cost. 

A. There would be no difference, in our 
Submission, as compared to what we do now, when, 
due to increased costs, we require additional revenue. 

Qe Would you expect the federal government 
to pay the 15 per cent increase, or whatever it was? 

Ae Well, whatever was approved by 
Parliament, Mr. Frawley, should our submission go 
through. 

Qo And do you really think that the 
goverapent of Canada would pay that increase, .”. 
eed, WGcieeaad percentage-Lagrease. ‘on Se ae 
the export grain when you were only able to get about 
1 per cent increase on your agreed charges? Do 
you think that the federal government would take 
kindly to this? 

Ao Mr, Frawley, I wouldn't presume to 
think for Parliament. I mean, that is their job. 
They would have to assess the situation. But the 
fact remains that while you only get part of your 
increase from your agreed charges ; since that time 
we have been able, through negotiations, to obtain 


increases on a number of other agreed charges. 
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Qe And you don't think it would disturb .. 
the government of Canada at all that they would pay 
out 15 per cent increase on a full cost rate and 
stand by and see a less than cost rate on an agreed 
charge get no increase at all? 

A I think they would meet the situation 
realistically. They realize that these rates, 
the trans-continental rates, are in there to assist 
Canadian industry to meet the competition from 


outside. 


(Page 3712 follows) 
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Q. Well, I just want to understand, then. 
That is, really, what you expect the Government of Canada 
to do -- to go on paying the increases that you can 
show on this full cost for export grain rate, even though 
you could not show any substantial increase on other 
less than full cost rates, such as your export-import 
traffic and your agreed charges? 

A. Mr. Frawley, Parliament will be judged 
by the situation as it elibyent 

Q. Perhaps you would expect Parliament and 
the Government of Canada to get a little tired of the 
whole thing and send it back to the Board of Transport 
Commissioners? 

A. Again, Mr. Frawley, I cannot say what 
Parliament might do in the future. 

Q. Ma. Roberts, I want to show you a document 
which was filed by the Canadian Pacific Railway during 
the time of the Sloan inquiry into, I think it was 
called, an arbitration in connection with a wage dispute. 

It appears in the Labour Gazette of January 
1955, and I have a coloured reproduction of the chart. 

It is called "Contribution to Overhead by Commodity 
Groups, 1952", Do you recognize that? 

A. I understand what it covers, I think. 

Q. You understand what that is? 

A. Yes. 

MR. FRAWLEY: I offer it as an exhibit, Mr. 
Chairman. I am going to get some extra copies of The 
Labour Gazette and perhaps it might be well if I pro- 


duced that in colour. it is a little more effective 
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in colour. And this, Mr. Chairman, indicates that 
Canadian Pacific is quite able to reproduce a chart 
which shows the contribution to overhead by commodity 
groups, the groups being grain and grain products, other 
agricultural products, animals and animal products, 
mine products, forest products, manufacturing and mis- 
ec ellaneous. 
~~-EXHIBIT NO. 92: Document: "Canadian Pacific 
Railway Company, Contribution 
to Overhead by Commodity Groups, 
year 1952." 

MR. SINCLAIR: Well, Mr. Chairman, I would 
just like to say here that I am very glad Mr. Frawley 
has finally come to realities in regard to the grouping 
of commodities for a contribution t6 overhead costs. 

This is exactiy what I said some days ago we were pre- 
pared to do and which my friend said he did not want to 
have anything to do with. | 

I am very glad he brought this to the attention 
of the Commission, This is what I call the big groups. 
This is exactly what I said we could do when he was 
asking for 264 and a lot of other things. Now, I am 
very happy to have it here, because I did not want to 
bring it out myself in view of my friend's refusal, but 
I am glad he has done so. And if my friend then wants 
to say that will satisfy him, that satisfies the motion, 
1 take it, and I will be prepared to undertake to produce 
a | 

MR. FRAWLEY; L am certainly going to speak to 
it. at the motion, There is a very old expression which 


says "Great oaks from little acorns grow," and if they 
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are able to show what is the contribution to overhead © 
by commodity groups and taking as one mine products, 
then they are able to show what the coal contributes, 
what the zinc and the lead contribute, what the gold 

or what all the other mine products contribute, and if 
they are able to show that manufacturing and miscel- 
laneous contribute 84-something per cent to overhead, 
then they are able to show what various categcries 
making up the general item of manufacturing and mis- 
cellaneous are,. and I may tell my friend right now 
that I certainly would not be satisfied for the purpose 
of. my consultants to use that chart which I am now 
showing and I am only putting it in to indicate the 
facility with which the Canadian Pacific can produce 
that kind of information, and I will ask the Commission 
when we get to the argument on the motion. i only 
wanted to get it identified and accepted by the witness, 
and that has been done. 

MR. SINCLAIR: Apparently we are going to 
argue at a later time. All I can say is that I hope 
this record is out because I think Mr. Frawley has 
adequately demonstrated by his remarks that he is a 
very much better lawyer than he is a beetdctioi ea: 

MR. FRAWLEY : Thank you, Mr. Roberts. 

THE C HATRMAN: Any other --- 

MR. SINCLAIR: Well, Mr. Chairman, my friend 
Mr. Blair from British Columbia is detained in another 
place. Mr. Brazier my friend. from British Columbia 
is, of course, as we know, ill. Notwithstanding the 


efforts of Mr. Blair to rearrange his commitments in 
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view of the request that was made of him by Mr. 
Brazier, he has been unable to do so and therefore 
Mr. Blair, on behalf of his clients, that is, British 
Columbia, has some questions for Mr. Roberts. 

My suggestion would be that I have a few 
questions in re-examination -- that I finish those up -- 
and then at some convenient time, convenient, that is, 
to the Commission and Mr. Blair, and the situation 
being discussed with the Commission counsel Mr. Cooper, 
we arranged a time so that Mr. Blair on behalf of his 
clients may be able to do what he is instructed to do. 

THE CHAIRMAN s We understand the situation. 
Now, I am sure counsel will be able to arrange that 
so that British Columbia will be properly on the record. 

MR, SINCLAIR: With your permission, sir, 
then, I would proceed with my re-examination. 

THE GHALTRMAN : Yes. 

MR, SINCLAIR: I take it, sir, in light of 
this, that any question I may have in re-examination 
arising out of Mr. Blair's examination can be taken at 
that time and certain people who are known to be tech- 
nical will not say, "Here, we have another Bt hen ation 

THE CHAIRMAN : We will wipe out technicali- 
ties. There may be some questions from Mr. Wood? 

MR. WOOD: We indicated on Friday we had 
none. 

THE CHAIRMAN 3 And has anybody else any 
further questions? There are some questions from the 
Commission, before you re-examine, Mr. Sinclair. 


MR. SINCLAIR: My suggestion, sir, was possibl | 
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they would want to wait until Mr. Biair was through. 

THE CHAIRMAN :. Well, we are not going to 
re-examine again. 

MR, SINCLAIR: That's right. 

Now, Mr. Chairman, through the courtesy of my 
friend Mr. Mauro I was allowed to look at a document 
that he found among the documents of the Interstate 
Commerce Commission and which he referred to in Volume 
25. I am making reference to Volume 25, page 3578. 
This was a document of the Interstate Commerce Commission 
entitled, "Freight revenue and wholesale value at 
destination of commodities transported, by Class 1 
railroads." 

He took that document and made certain relation- 
ships in regard to grain, and then he compared that with 
certain relationships that he had built from the Waybill 
Analysis in Canada on prices for grain that he got out 
of the newspaper .. 

Now, I take the position, Mr. Chairman, that 
we, from experience, approach these ICC documents with a 
great deal of caution, because they are subject to many 
disabilities that were often indicated right in them, 
and I made that point on page 3579. And Mr. Mauro 
said that he thought, and I am quoting him: 

"I thought it was an interesting statistic.” 
Now, referring to that same document, I first want --- 

THE CHAIRMAN: The document is in evidence? 

MR. SINCLAIR: Oh, no. It is quite a long 
document with a lot of tables, and I am using with my 
friend's permission the copy that he had, and I am just 
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going to read from part of that document from which he - 
took his figures. 

THE CHAIRMAN : You have a copy of the docu- 
ment there to check? 

MR. SINCLAIR: L will let him read along 
with me. 

Right across from the table from which he 
took his interesting statistics is this statement: 

"Data presented herein cannot properly 

be used to indicate whether freight rates are 

too high or too low as an indication of the 

reasonableness of rates or whether value 

should be considered as a controlling factor 

in connection with the determination of rates." 
That is the first point. 

MR. MAURO: So that it is completely clear, 
and I know my learned friend did not misunderstand the 
purpose of the submission -- the matter was introduced 
since the witness on behalf of the C.P.R. had introduced 
evidence comparing Canadian rates on grain with what 
he referred to as a parallel situation in the United 
States. I was advancing the value of the commodity 
and the return to the American railroad and our figures 
showed that the American railroad, coincidentally, 
received 8.2 per cent on the price of wheat at Duluth, 
and that the C.P.R. was receiving approximately 3.81 
per cent. I was not suggesting it was a basis, any 
more than my learned friend is suggesting the other 
bases are the final rates. 


THE CHATRMAN : I think you said it was an 
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interesting statistic. 

MR. SINCLAIR: It is am interesting statistic 
I am glad my friend carried it as far as he has, be- 
cause this document makes another point. This is at 
page 5 of this document, third paragraph. This shows 
why it cannot even be used for what my friend just said 
he thought it could be used for. Here it says: 

"On the other hand, there are some instances 
in which tons originating are under report which 
could resuit in an understatement of the total 
destination value. The possible effects of 
such reporting practices should be considered 
in using the data shown." 

Lt wads states: 

"To the extent..." 

and this'is important -- also on page 5, referring 
to duplication: 

"To the extent that there are duplications 
in the railroad reports of tons originating, 

the destination value derived as explained 
presently is overstated. Examples of these 
duplications are two or more counts on 
transit commodities, such as grain." 
In cohtrast to that, Mr Chairman --~ 
MR. MAURO: Would you read that last 
sentence again, please? 
| MR. SINCLAIR: My friend wants me to read 
again paragraph 5: 

"To the extent that there are dupli- 
cations in the railroad veueivs of tons 
originating, the destination value derived 
as explained presently is overstated." 
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MR. MAURO: That means overstated at Duluth? 

MR, SINCLAIR: Mr. Ghairman, my friend 
seems to think that is in his favour. All I am saying 
is that obviously this document is saying, don't take 
these figures on face value. 

You will recall, Mr. Chairman, -=- and this 
is the danger of these things -- you will recall that 
it was necessary in the evidence, it has been axplained, 
to make a most careful count of transit and that 
actual field work was required. Another point that 
is made clear here is there is no adjustment for ab- 
sorptions and corrections, undercharges, overcharges, 
mo tariff checks against rates. That, again, is 
recorded in the ICC. 

Another point that is made -- and this is at 
page 6 -- is that this is based om the one per cent 
sample. And what my friend has done, he has worked a 
ome per cent sample as against the total concise - 
individual study, in great precision, of a whole 
movement. What my friend has done, in effect,is 
multiplied a one per same sample by one hundred. 

THE CHAIRMAN : I do not think, Mr. Sinclair, 
that Mr. Mauro intended this to be produced in this 
way; but, as he submitted the information, this Com- 
mission will decide what weight should be given to it, 
considering the purposes. 

MR. MAURO: As a matter of argument, if we 
wish to speak as to the weight, that will be a matter 
of argument. 


MRe SINCLAIR: Very well, Mr. Chairman. 
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RE-EXAMINATION BY MR, SINCLAIR: 

Q. Now, my friend Mr. Cumming, Mr. Roberts, 
asked you certain questions for the assistance of the 
Commission, at Volume 24, page 3436. He was asking 
you certain questions about the limitation of the Board's 
jurisdiction with regard to agreed charges. Similarly, 
other of my learned friends have dealt with this matter, 
and it seemed to me that the indication that you gave 
in your answer was that the limit of the Board's 
authority was with reference to complaints filed with 
the Governor in Council, and I thought that you should 
be given the opportunity of telling the Commission 
what you had in mind when you made that answer? 

Ae Well, sir, I referred to complaints to 
the Governor in Council. But, in addition to that, 
of course, all agreed charges that are issued have to 
be filed with the Board and the Board is required to 
satisfy itself that the agreed charge is published in 
pursuance of the terms of the Transport Act. 

Q. Yes? 

A. In addition to that, a shipper, if he 
feels that he is being unsuaiy discriminated against, 
may ask for a fixed charge relating to an agreed charge; 
and if, after investigation, the Board Pinds merit in 
his application, they can fix a charge. 

Q. The Board does that? 

A. Yes, 

Q. And, specifically, what does the Board do 
if a complaint is made to the Governor in Council and 


there is a reference from the Governor in Council? 
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A, Well, the Board has to investigate the 
basis for the complaint to the Governor in Council; 
whether it be a justdiscrimination against the public 
interest, or that the complainant is being hurt, and 
satisfy themselves in all respects with regard to these 
features, and may vary the agreed charge as they see 
Lat. 

Q. To continue on, just so that I do not 
have to do this in extenso, would your answer in that 
regard have application to the questions put to you 
by Mr. Frawley this morning with regard to agreed 
charges at the Pacific coast in relation to higher 
rates on intermediate points where the competition 
did not exist? 

A. Yes, sir, because we do consider it in 
relation to the public interest. 

| MR. SINCLAIR : Mr. Chairman, for the assis- 
tance of the Commission, I would like to read Section 
32, subsection (4) of the Transport Act as amended in 
1955, which provides: 

"If the Board after a hearing finds that 

the agreed charge is undesirable in the public 

interest on the ground that it is unjustly 

discriminatory against any person complaining 
against it or places his business or any 

other form of transportation services at an 

unfair disadvantage or on any other ground, 

the Board may make an Order varying or cancel- 

ling the agreed charge ‘or such other Order as 


in the circumstances it considers proper." 
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MR. FRAWLEY: That is after you have convinced 
the Governor in Council to refer it to the Board. 

MR, SINCLAIR: Well, Mr. Chairman, I do not 
know who can convince -- if Mr. Frawley convinces us 
that he has a complaint with respect to having inter- 
mediate points pay higher transportation charges when 
the agreed charge is to meet specific competition at 
the Pacific Coast. 

MR. FRAWLEY: What has it got to do with the 
rate at the intermediate points? Nothing in the 
world. That has to do with agreed charges. And if 
you think a certain agreed charge is contrary to the 
public interest, you petition the Governor in Council. 
If he is convinced, after conferring with the Minister 
of»sTransport, and whatever the machinery is, that 
this agreed ¢harge is contrary to the public interest, 
then he refers it to the Board for investigation. 
Then, and only then, do these words that my friend 
read come into play. 

THE CHAIRMAN ; Report to. the Governor in 
' Goumeil first. 

MR. SINCLAIR: You go to the Governor in 
Council first. 

THE CHAIRMAN : We will now recess. 


-«-=-Short recess. 


(Pagé 3728 follows) 
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Q. Mr. Roberts, during the examination 
by my friend Mr. Cumming, Volume 24, at page 3451, 
he was discussing with you the relationships to an 
eighth class on western grainand the purport of 
his questioning was whether there was any predetermined 
or preconceived percentage relationship with respect 
to grain movements in eighth class, and your answer 
was that these were set out as a matter of business 
principles, and when you gave that answer I think it 
is clear that you were dealing with 1899. I 
thought that you should be given an opportunity, 
if the Commission would agree, to say whether there 
has been a relationship fixed by the Board with 
respect to any western grain rates, the eighth. class, 
over the years. : 

A. Well, the Board in the western rate 
case, Mr. Sinclair, did prescribe a new scale of 
rates on domestic grain in western Canada, and the 
relationship which existed at that time in that 
scale was 66 and 2/3rds per cent, the eighth awe 
rate. 

Q. What year was that? 

A. That was in 1914. | 

Qe Let us take Winnipeg, which is the 
key point, what is the relationship to eighth class 
today on the domestic scale, and taking into account - 
so that you don't have to repeat what you said 
about domestic scale - your evidence was that you 
were looking for a further upward adjustment arising 


out of equalization, and taking Winnipeg, what is 
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the relationship? 

Ae The relationship at the present time 
to the existing column 30, which is the same as the 
eighth class nate at Winnipeg, would be 62 per cent. 

Qe Sixty-two per cent. Then, at 
Volume 24 again where my friend Mr. Cumming was still 
examining you, for the clarification of your 
evidence for the benefit of the Commission and all of 
us, you make reference - it starts at page 3452 and 
goes over to the next page. 

Now, he made reference to movements of 
grain over long distances, and that was crossing the 
break point, which you will recall on the main line 
was at Maple Creek, where Canadian Pacific has grain 
moving to Fort William, as against grain moving to 
Vancouver, and you made reference to the reaching 
out of millers into ‘er needa for grain, and the 
fact that there was movement of some degree across 
the break point into Fort Willian, - 

Now, it seems to me, and tL hope the 
Commission will agree, so that the whole picture may 
be put on the record, I would like to ask you whether 
there is a movement from east of the break point 
in the opposite direction; that is, westbound? Is 
there a movement from east of the break point to east 
of Maple Creek to the Pacific Coast? | 

Ae os Yes, there is. 

Qe For export? 

A. For export, yes air, Me. Sinciair. 


As a matter of fact, only recently we amended 
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our tariff, naming the rates on grain and grain 
products to Vancouver for export to include a 
umber of stations in Manitoba, and that was done 
at the request of the United Grain Growers. 

Qe Now, my next note, Mr. Chairman, has 
to do - and these ane not necessairly in order with 
the way the evidence was presented, of course, but 
Mr. Frawley in Volume 25, page 3636 - at least, that 
is my note, I didn't get this transcript until last 
night - it is page 3636. There he was dealing with 
an exhibit that he had introduced into these 
proceedings, known as Exhibit 52, and at page«.3637. 
of Volume 25 you said to him that you didn't think 
his exhibit was correct; this is the exhibit that 
he uses in his suggestion that it shows imbalance. 

A. Yes. 

Qe And he, of course, had further 
reference to this again this morning in some of 
his questions to you. y”Now, when you said, "I don't 
think it is a correct statement," - I think that 
igs a quotation from page 3637 - what did you mean 
by that? 

MR, FRAWLEY: I think you should read the 
whole answer, Mr. Sinclair. He explains why he 
doesn't think it is correct at page 3637. 

MR. SINCLAIR: I think the witness should 
be given an opportunity to say whether --- 

MR, FRAWLEY: JI don't think you should take 
one sentence out of his answer. 


MR. SINCLAIR: I will read it all. 
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MR. FRAWLEY: "I don't think that is a 
correct statement. You have traffic moving at 
international and overhead rates from which we have 
obtained the increases authorized by the Interstate 

Commerce Commission and our own Board of Transport 
Commissioners over the years. Qe And from which 
you did not get one cent to enable you to pay the 
wage even which immediately preceded the 17 per 
cent Case? A. We had increases before that." 
And so on. 

MR. SINCLAIR: Q. Mr. Roberts, in the light 
of your answer to Mr. Frawley that you didn't think 
that it was correct, you made refierénde to international 
rates; was that the only reason you had in mind when 
you gave the answer that you didn't think it was 
correct? 

A. No sir, because there are 7% increases 
have been applied right along on coal rates, for 
example, Mr. Sinclair. 

Q. Yes? 

A. And we have had increases in competitive 
rates and, of course, while our exhibit didn't show 
it at that time to the extent that we have been 
successful, our exhibit indicated the revenue we may 
get in from agreed charges that carried the escalator 
clause, but since then we have been successful in 
negotiating increases in a number of agreed charges. 

Qe Yes. Anything else? 

MR, FRAWLEY: I am sorry, but I must 


interrupt my friend. I was talking about exhibit S2 » 
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which has its place in these proceedings , and makes 
no reference to what they did after the date of 
the exhibit, that is all. It is not germain tove 
my question. 

THE CHAIRMAN: All that Mr. Sinclair is 
doing is challenging exhibit 52, as I understand it. 

MR. FRAWLEY: That is right. Now, this 
is not challenging exhibit 52, this is not re- 
examination on exhibit 52; he is going on to 
discuss events subsequent to 1952. 

MR. SINCLAIR: .Q, All right, Mr. Chairman. 
May I be permitted to challenge it directly and 
by putting it right to the witness this way: Mr. 
Roberts, at my suggestion, so that this Commission 
could see the position clearly, have you recast 
exhibit 52 in the manner which you think shows its 
proper relationship to the rate structure. 

A. I have, Mr. Sinclair. 

Qe By groups of traffic? 

A. I have. 

Qe Will you turn to that, please. 

THE CHAIRMAN: Is this a new exhibit now? 

MR. SINCLAIR: Yes, I would like to put 
this in as Exhibit No. BRE Aye 

MR. FRAWLEY: I will certainly object to 
that; it has nothing to do with exhibit 52. Let 
it take its place, and I respectfully submit it 
should be among the nineties. 

MR. SINCLAIR: I anticipated my friend's 
objection, so that the second page of the exhibit is 
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52, so that it is altvegethers anyway, What is the. 
number, please, Mr. Cooper? 

| MR, COOPER: It will be Exhibit No. 93. 
MR. SINCLAIR: Exhibit 93. 


-~--EXHIBIT NO. 93: Canadian Pacific revenue from 
"All other freight, traffic" 


and estimated revenues, (4 pages). 


MR. COOPER: Will you give an exact 
description of it? 

MR, SINCLAIR: It is a document entitled, 
"Canadian Pacific Railway, Percent Revenue from 


'All other freight traffic' of Total Freight Revenue." 


locmment: tonsists of four pages. 

Page 1 is a summary statement. Page 2 
is a reproduction of the Exhibit No. 52 as filed by 
Mr. Frawley in Volume 13, page 1732, and it shows 
that on its face. Page 3 is Exhibit 52 including 
international, overhead, import - export and other 
related rates on which U.S. rate increases apply. 
Page 4 is a further re-statement to reflect 100 
per cent increase in statutory and related rates 
on grain and grain products , and I wish to submit 
that to the Commission, We have a few extra 
copies, and I will undertake to see that my friends 
have copies. We have just typed this one out, but 
the process is here to duplicate them in large 
measure, 

THE CHAIRMAN: Do you have one for Mr. 
Frawley? 


MR. SINCIAIR: Yes, I certainly have, and 
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I have one for --- 

THE CHAIRMAN: You have one for Mr. Mauro? 

MR. SINCLAIR: Yes, I have one for Mr. Mauro 
and one for Mr. Dickson and I have one for Mr. 
Doherty, and we will undertake to make another ten 
so that they can get to the Commission. 

Q. Afid-new, looking at this exhibit 93 
and first cre at sheet, 1, Mr. Roberts, would you 
just indicate to the Commission what you think the 
significant figure there is. 

4 A. The significant figure, Mr. Sinclair, 
is the figure indicated opposite statement No. 33 
in other words, the statement has been restated to 
reflect 100 per cent increase in statutory and 
related rates on grain and grain preducts in western 
Canada, and on that basis as proposed by the Canadian 
Pacific Railway. and on that basia the percentage 
relationship to the total is 63.69 per cent. 

Qa Instead of 32,03? 

A. Yes. 

Q. And does that percentage reflect an 
exclusion of the international export-import related 
traffic also? 

A. It does, sir. 

Q. Looking at statements on pages 3 and 4, 

are they self-explanatory? 

A. I would say so, yes sir. 

Q. And does your answer earlier given 
to me and dealing with increases in coal, increases 


in competitive rates and increases in agreed charges - 
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have you tried to make any adjustment in the 
percentage for them? 

A. No gir, I haven't, 

Q. But you did say, I think, and it is 
correct to say that you did increase them following 
the general increase cases? 

A. That is right, 

Qe Now, when Mr. Mauro was cross-examining 
you at Volume 25, page 3564, as my note says, and I 
know that my friends will check Lt if lL give them the 
pages, but to move along more quickly I will use my 

- notes rather than going into the transcript each 
time, and I am sure my friends will check me if I 
should mis-state it. 

It is at page 3564 of Volume 25. My note 
is that Mr, Mauro was there comparing the increases 
in the average revenue per ton-mile on normal 
commodity rated traffic of some 35 per cent with an 
increase in the domestic grain rate, which you will 
recall, up to now is 90 per cent, and you in answering 
emphasized that the commedity rated traffic was an 
average; why did you emphasize that the commodity 
rated traffic that my.friend Mr. Mauro had used in 
putting that 35 per cent to you was an average? 

Ae Well, Mr. Sinclair, the average revenue 
per ton-mile cannot be compared with an increase 
in rates; in other words, you can't compare the 
35 per cent increase with a 90 per cent increase. 

Q. Well, why not? 


Aw Well, of course, the 90 per cent increase 
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reflects an increase in rates, and the average revenue 
per ton mile reflects suet of haul. 

Q. Yes, that is one reason. Are there 
others? 

As Well yes, Mr, Sinclair, there should 
be a change so far as the average revenue per ton-mile 
is concerned in the commodity mix, that has quite 
a marked effect. 

Qe Are there many commodities in thig— 
large broad average that Mr. Mauro was using? 

Ao I would say thousands, sir. 

MR. SINCLAIR: Now, that is all I have in 
re-examination, and I would ask Mr. Seiercaen sit 
dewn until such time as we can arrange through Mr. 
Cooper, to cover the questions of my friend, Mr. 
Blair. 

MR, COOPER: I understand that he will be 
here all afternoon. If an opportunity will present 
itself, I don't know, but in any event Mr, Blair I 
am told will be here, 

MR. SINCLAIR: We will work it out. 

THE CHAIRMAN: In the meantime, the 
Commission may have some questions to ask. 

MR, FRAWLEY: May I haye the indulgence 
of the Commission to ask the witness one question 
on this Exhibit No. 93? 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: Have you got there handy the 
judgment of the Board dated November 17.5 1958, in 


what has come to be known as the 17 per cent case? 
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MR. SINCLAIR: We will give it to you. What 
page? 
MR, FRAWLEY: Page 30. L will give you 


my copy. 
| MR, SINCLAIR: Here it is. 

MR, FRAWLEY: Would you look at page 30 
of the judgment of the Board dated November 17th, 
1958, and would you look at exhibit 52, and on page 
30 of this judgment there is reproduced in full the 
whole of the page, exhibit 58-22, in the 17 per cent 
case, Isn't that correct? 


THE WLTNESS: Yes sir. 


(Page 3743 follows) 
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Qe Will you look at Exhibit 52 and will 
you tell me that, with the exception of adding 
together line 3, coal and coke, and in making one 
total figure of it - with that exception - and 
there is another exception - of having coal and 
coke and putting them together instead of having 
a breakdown local, interline, east, west and total, 
coal on exhibit 52 has been shown as one figure; 
isn't that correct? 

Ng That is right - revenue-wise, you 
mean? 

Qe Yes, revenue-wise. 

A. There are actually two figures, one 
for the one month period and one for the year. 

Qe And Exhibit 52 shows under the 
increasa column 25 cents per ton, and your exhibit 22 
shows 25 cents per ton in the same way, in the 
east 17.5 cents per ton, and in the west 18.75 cents 
per ton, but, other than the coal, has been carried 
ever into Exhibit 52? 

Aw Yes. 

Qo And the estimated revenue yield, 
also? 

A. In dollars, yes, that is right. 

Qe The other exception I want to call 
your attention to is that on that exhibit there 
are two additional columns, percentage of total, 
total estimated revenue from the increase. Can 
you tell me whether in any particular exhibit 52 
differs from your own exhibit 58-22 in the 17 per 
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cent case. 

Ae well, yes, absolutely, Mr. Frawley, 
because, after all, it certainly does. Your 
percentage of total in column 3 doesn't reflect 
the true situation, and you are using international, 
overhead, import-export traffic and it brings 
down your percentage. In the last figure of traffic 
that is subject to increase, 

Qe In Exhibit 52, international, overhead, 
import-export and other related rates as shown in 
line 2 is shown as 19.8 million dollars, from 
November 1 to December 31, 1958, and January 1 to 
December 31, 1959, 12b03 Gunasent dollars, and I 
put it to you that all that Mr. K.J. Morrison has 
done is to add those two figures together and 
come up with 141.1 million dollars shown on Exhibit 
2. Do you challenge that? . 

A. That is what has been done. 

Qe And he has added as 29,62 per cent - 
he has simply taken the 141.1 and he has taken that 
as a percentage, as a percentage of the grand total, 
476.4, and he has shown that as 29.62 per cent. 

Is that true? 

A. It doesn't portray the true picture 
in my estimation. If you are talking about total 
revenues subject to a Canadian increase, yes. 

THE CHAIRMAN: We are back to the old 
argument, Mr. Sinclair.. 

MR. FRAWLEY: This isn't the time to argue 
or quarrel with the exhibit, but why the witness 
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had to take time to make that exhibit when my 
exhibit shows it.e:> 
MR. SINCLAIR: Because they were put in 
in the exhibit in the revenue case to portray a 
situation, and unitretetwon to the issues in that 
case my friend, quite frankly - and there is no 
offence meant by this at all - my friend did a 
i little bit of arithmetic gymnastics and he slipped 
on the bar. My friend, no doubt, has a very 
excellent figure man in Mr. Morrison, and it is 
only the use that my friend puts to the good figures 
of. Mr. Morrison that we are bringing this difference 
to the ser eueeon of the Commission, 
THE CHAIRMAN: Well, you have both exhibits 
filed. 
MR. SINCLAIR: That is what I think the 
Commission should have. If Mr, Roberts, with 
the concurrence of the Commission, could stand down 
— NOW. | 
THE CHAIRMAN: Before he stands down, 
some of us Commission may sive some questions. 
COMMISSIONER ANSCOMB: Mr. Roberts, I 
wonder if you would be good enough to look at. page 
3583. You were answering a question of Mr. 
Doherty , Line iy, arid I will read it to you. It 
is dealing with rates, and I am not going to bother 
about them at the moment. This is the question: — 


"In suggesting that rate, the reason that 


you are not raising the rate to him" 
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- that is the farmer - 


"Is that he cannot afford to pay a 
higher rate". 


And your answer was: 


"I would say that we" - being the 
Canadian Pacific Railway, of course - 
"don't consider that the economy of the 
western farmer could stand this increase 


at the moment" 
A further question: 


"Would it fair, then, to suggest that 
this Crow's Nest rate satisfies your 
requirements of this principle, that’ 
you have, in fact, now a rate which is, 
as I see it, the upper limits, that 
is, that the shipper has not the ability 
to pay any higher rate, by your own 


admission." 


And your answer was yes, and then you 
add some more with reference to your own requirements. 
Has your company at any time had a 
survey or investigation or a study or anything else 
made that would indicate that your customep', which 
supplies 40 per cent of your business over half 
a nation, cannot pay a rate which you say is just 
and reasonable, a rate that would give you a 


proper return on your investment. 
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THE WITNESS:Well, sir, we haven't had any study 
made such as you suggest as to that situation, but 
it is our considered opinion that in present day 
conditions the western farmer could not stand this 
increase, sir, under present day conditions, having 
regard to the situation in respect of grain which is 
marketed in competition with our grain by countries 
like the United States, which is, as I understand it, 
subsidized, and Argentina and Australia. This is 
my considered opinion, sir. 

COMMISSIONER ANSCOMB: Could I ask you this, 
Mr. Sinclair, while I am here, and it won't take a 
second. On page 3416 ven fave talking about 
demurrage and 2,000 cars, let's say, at the port 
of Vancouver, and you said the Supreme Court had at 
some time ruled that you could have demurrage and 
the Transport Comune tenets said you could have it, 
and you were prevented in some way in getting it. 

Who prevented you and why? 

MR. SINCLAIR: I might say that I am glad 
you asked that question. Who prevented us from 
getting 2EF : As I day it was a group of .--- 

MR. FRAWLEY: At your own risk, go as far 
as you like. Don't you answer the question. 

MR. SINCLAIR:: I will answer the Commission 
in accordance with the facts as I know then. | 

MR. FRAWLEY: You dig yourself in, 

MR. SINCLAIR: If I am going to dig myself 
in in helping Commissioner Anscomb to understand 


it, I am going to dig myself right in. The answer is 
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because of the shackle that is imposed upon the 
railways by section 53(1) of the Railway Act, and, 
notwithstanding the hearing of the Board on this 
issue and appeal to the Supreme Court of Canada 

on this issue taken by certain people represented 
here and the court having upheld the railways' 
submission, certain ex parte, without notice, — 
representations were made and, as a result of those 
representations, notwithstanding the findings of the 
Board and the Supreme Court of Canada, the railways 
were, and have been from that day until this, 
prevented by virtue of a direction of the Governor- 
in-Council from collecting for demurrage on grain. 
what thé Board and the Supreme Court of Canada said 
was proper. 

COMMISSIONER ANSCOMB: Would you mind 
telling me how much per year you estimate they have. 
lost by that order? | 

| MR, SINCLAIR: Mr. Anscomb, the only way 
you can-calculate it is to assume - and it is an 
- assumption you cannot make, with all due respect - 
is that the grain trade had wrongfully used box 
cars at grain and terminal elevators, which was our 
position that they were doing, which the Bracken 
Commission indicated was improper, and whether they 
| would continue to do that when they had a penalty, 
all I can say is that I certainly doubt it, and - 
therefore you cannot take the number of days and 
multiply them and say that is the demurrage. But I 
will say that a very large sum of mowey is involved 3 
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to the railways by having their equipment tied up 
at the lakehead. 

MR, DICKSON: I wonder if I may say one 
or two things before that subject is left. 

THE CHAIRMAN: Yes. 

MR. DICKSON: As in most issues, I think 
my friend Mr, sree fala a agree, there are two 
sides to this one. I personally was not associated 
with the demurrage case, but I have a certain 
knowledge of it which I think might be of interest 
to the Commission seeing that the question has come 
UP. 

The Board of Transport Commissioners some 
years ago ruled against the right to impose demurrage. 
A year or more ago there was a hearing before the ) 
Board in which there was a vast amount of material 
filed, and the Board reversed itself. The technicalities 
of the decision JI will not elaborate on, but the 
appeal to the Supreme Court was not, I think my 
friend Mr. Sinclair will agree, on the merits of the 
ease but on the legal, two very narrow legal 
questions as to the right of the Board of Transport 
Commissioners to impose demurrage if they were so 
inclined. I think my friend will also agree that 
in this movement of western grain the responsibility 
for the movement rests with the Wheat Board, and 
with the railways. 

Now, I think the Commission has no doubt 
read the evidence of the next witness, the president 


of Canadian Pacific Railway, which goes ©° some 
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considerable length to indicate the degree of 
control and the degree of supervision which the 
railways, from the highest level, exercise in the 
matter of movements. I think my friend would also 
agree that Section 8 of the Bill of Zading, 
Condition 8, permits the railways, if they are so 
inclined, to divert from a pool terminal . 
the Lakehead, the cars that are consigned to that 
particular place, and the evidence that we are 
going to hear a little bit later will indicate 
that the railways have information daily on the 
“pesition at the terminals. 

L think my friend Mer. Sinclair might also 
agree - and perhaps this is the most important point 
of all - that the Wheat Board have made it abundantly 
clear, not only to the railways but also to the 
grain handling organizations and to all other 
interested parties, that the railways are under no 
obligation to spot cars at line elevator positions 
if the terminal positions of that particular company 


are unable to accept them. 


Finally, I think I might also mention for 
the information of the Commission although there are tie 
ups = there 18 no argument about that; there are a lot o 

cars on track at the opening of navigation, I think 
largely, certainly with the concurrence of the 
railways - that condition does not maintain 
throughout the year, and I think the Board of Grain 
Commissioners! figures indicate that the averase vat 
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the tie-up at the Lakehead throughout the year is 
somewhere in the neighbourhood of four days. So 
that the position taken by grain handling organizations 
and by the farmers, or for the farmers by the grain 
organizations, is that this is a situation they 
are unable te control, and the railways denied before 
the proceedings, before the Board of Transport 
Commissioners, that their very purpese in trying 
to impese demurrage on a movement.which, for fifty 
or sixty years, had been free of demurrage - that 
their purpose was not ene ef revenue, of seeking 
to acquire additional revenue fer the railways, 3 

THE CHATRMAN: Weil, Me. Sinclair, we will 
not re-try the demurrage case now. I suspect we 
will hear more about this when we come to your 
Submission. 

MR. SINCLAR ¢ Yes» you will, sir. But 
I do want to make just one point clear, and it is 
this, that everything in principle Me?*Dtckson has anid 
was advanced by the grain trade as reasons why no 
demurrage tariff should be made applicable to 
grain at grain terminals , and, notwithstanding the 
abilities of the numerous counsel represented at 
those proceedings, the Board of Transport Commissioners 
ruled.that demuurage should be assessed. My 
friend is quite right that in the appeal to the 
Supreme Court of Canada there were two legal 
questions raised. Distinguished counsel, Mr. Hazen 
Hansard, representing the line elevators, as I 


recollect, Mr. Hunter representing the U.G.G., did 
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feel it necessary to tell the Supreme Court in 
in extenso all the background so that they could 
understand properly the legal question that was 
being presented, and great extracts were made in 
the transcript of all these very points that he 
made, and, notwithstanding this background and 
notwithstanding all these things , the Supreme 
Court upheld the Board , and, notwithstanding all 
this, without notice, after we had been through 
numerous hearings going for a year before the Board - 
not just about a year ago, but this started sometime 
in advance - notwithstanding that - and this is the 
important point of all in my opinion, sir - ex parte 
representations were made, without notice - 
Sit even a postcard was dropped to the people 
involved - and ahide this long determination and 
investigation the railways were prohibited by Order 
in Council issued, after hearing only in camera 
representations by one side, “ order which has stood 
for, this, yea, many months, without an opportunity 
- for the other side being heard, by virtue of the 
unusual powers which are said to be in the public 
interest and as they are set out in Section 53(1) 
of the Railways Act. 

COMMISSIONER MANN: I just wanted to 
ask, Mr. Sinclair, whether it is a fact that this 
erder-in-council suspends the order of the Board 
pénding further studies and investigations. Is 
that what it says? 

THE CHAIRMAN: It doesn't reverse. 


at dased sonaue oud Bted . 
HLEOS outs decid 0a" bru sppiosd i ms 
Saw tentd agktestp iaget extd GE8 ; a 1 a f 
nt sben | edvoatdxs deoxy bee <beitnseera gated 
ed tard etnteg wIev ‘paed? Lie te dqeroensts edt © 


fons seattle atcha ends anlbastedatwten ebas obs 


omaera es, 


a.) e 
gwen? need bad aw tedits ,s6iten swodis2w cated fk 
- 


- base sag sioied 6y 8 te 


ont J Smig@e 


i : . ty Segal 
ony @f Bing 


sized te - ate ,motmige prat iis to tateg 


he 


. 


& 


iLloy agatrsed swoon 


tusta atid tad ,oas ‘Tey 8 tuods: tout tan 


esizen twueritiw .eb 


a Sisw anolistasestget 


bre - tend antbasdedd twitos ~ sonerbs at 


dastreqmt 


efgesq ot ot beqgexdb asw bisoseog 8 Reve dort 


Sine se aidie 


ysn10 Yd 


eee 


TORE 


“- \ ma 
Hooves Bag 


Fy 


Ssitdigorq etew ayewiter edt notingttaevat 


tovteteb gael att notte bas + hevlevat 


ioisw vebte m8 ,.ebbe ene vd aenoldednoenerqes 


gtlaweteqde ne toons bw ane Yas ,s0% ahd . tot 


out % 


offs: 


(L)ES ‘tote 


oi bhodasw ee Birk Ir 


aint sy 


bisoG sit te tebte omg’ ehaeqene Lioawoo~ni-ebt0 nt is 


et 


to swtiiv yd . breed gated sbie tedte sat ‘sot | 
ent at sd od bisa sae HoLelw eroweg issaung 
96 at do Soe oup youd SB hee PeeresaL 

\qtok: evan a elt to 
: LAND AAWOLE | 


sci? Gos? sek dt qeddonw tbs fonts " (ies 


aah tie bas wotbude secret satbasq 


| orld ytgritetd omen Bie gabbastacs tween a | 


flea subbasiers igen ¢ Dits — adit bredqu owed or 


39 ait YLae gutised vodts .bewnat Lhoned mt | 


4 toes 
m fon 


4 


fit 


* ANGUS, STONEHOUSE & CO. LTD. Roberts, cr. ex. 3753 


TORONTO. ONTARIO 


Srey — 


MR. SINCLAIR: No, Mr. Chairman, I am glad 
that you say it. doesn't reverse, because as a man 
who has had a great deal to do in dealing with 
criminal law, if counsel acting for an accused 
has a guilty client, the best thing he can do for 
him is to have things suspended, adjourned, and 
pos you can stop matters from coming to trial, there 
is no greater vietesy than that. 

What has happened to the railways here 
is that, notwithstanding these two long and 
complete investigations, one by the most excellent 
body in Canada, with gneve technical advisers 
having looked at it, and the highest court in the 
land, the railways' case has not been put properly 
before anybody. We think it is a grave injustice. 

MR, DICKSON: We don't, Mr. Chairman. 

THE CHAIRMAN: We have diverse opinions, 
and we are not going to have a re-trial at the 
present time. 

| MR. SINCLAIR: You will not only hear from 
us but possibly from others in respect to this very 
issue when we are dealing with Section 53(1) of 
the Railway Act. 

THE CHAIRMAN: Well, we can close off the 
discussion now. | | 

MR. DICKSON: I just want to say that 
we will rn ee happy to continue the discussion 
at that time. 

MR. SINCLAIR: I would like just to call 
Mr, Crump, if l may, and I could probably qualify him 


before the noon adjournment. 
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CRUMP, NORRIS ROY, called, 


MR, SINCLAIR:The next witness on behalf of Canadian 
Pacific is Mr. Norris Roy Crump, the President 
of the Canadian Pacific Railway Company. With 
your permission, Mr. Chairman, I will deal with 
the qualifications and history of Mr. Crump and 
ask him at the end whether that properly sketches 
out his qualifications and his history. 

Mr. Crump's jurisdiction @xtends over 
the Canadian Pacific system. He was born in 
Revelstoke, British Columbia, received his primary 
education in Vancouver and in Revelstoke and his 
secondary education at the Winnipeg night school. 
He attended Purdue University at Lafayette, 
Indiana. He received, in 1929, his Bachelor of 
Science degree in Mechnical Engineering, in 1936 
his Professional degree, M.E., and has been a 
member of the Engineering Institute of Canada from 
1936 to date. In 1950 he was given an honourary 
members degree by Queen's; in 1951 his old school 
gave him a member of engineering degree and made 
him a member of the American Society of Mechanical 

“Engineers. In 1956 he was given the degree of 
Doctor of Science at Laval University; in the 
same year he received a Doctor of Science Degree 


from Clarkston College on Technology. 


(Page 3758 follows ) 
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And then, as his experience broadened, he 
became in 1957 a Doctor of Civil Law, given to him by 
Bishop's University. And then in 1958 he was made a 
Dogtor of Laws by the University of Montreal. | In 1920 
he entered the service of the Canadian Pacific as a 


labourer at Revelstoke. In 1920, later, he became a 


machinist apprentice at Field, British Columbia; and 


in 1922, a machinist apprentice at Revelstoke. 

And then he moved to Winnipeg, where he became 
a machinist apprentice, and while he was doing that he 
took night school to complete his secondary education 
and, starting in 1925, secured leave of absence to 
continue his education, continuing that until he secured 
his degree from Purdue in mechanical engineering. 

He came back after his formal schooling in 
Purdue, and became an instrument man in railroad con- 
struction in the western part of Saskatchewan. 

In 1930, he was roundhouse foreman at 
Saskatoon, and over the years 1930 to 1936 he was round- 
house foreman at the fclliowing places in Western Canada: 
Saskatoon, Lethbridge, Mcleod, Calgary, Willkie and 
Moose Jaw. 

In 1936 Mr. Crump was made the Division Master 
Mechanic at Moose Jaw and stayed there untii 1939, 
except that part of that time he was at Regina in the 
same capacity: Division Master Mechanic. 

In 1940, he became Chief Draftsman for the 
Western Lines of Canadian Pacific. In 1941 and 1942 he 
was assistant supervisor of motive power for the western 


part of the Canadian Pacific system, that is, west of 
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the head of the lakes, 

In 1942 he became Assistant to the Vice- 
President, Montreal. In 1943, he was made the 
General Superintendent of the Ontario District, Toronto. 
In 1944, he was Assistant General Manager of the Eastern 
Lines, Toronto. In 1946, he was General Manager of 
the Eastern Lines in Toronto. In 1947, Vice-President 
and General Manager, Eastern Lines, Toronto. Later the 
same year, Vice-President of the Eastern Region, 
Headquarters, Toronto, And, in April 1948, Vice- 
President, System, Headquarters Montreal. February > 
1949, he was made a Director of Canadian Pacific. 

Later that year he was elected Vice~President of 
Ganadian Pacific and a member of its Executive Com- 
mittee, and in May, 1955, he was elected President of 
Canadian Pacific Railway Company, the position he 

has held since that date. 

There is one other interesting point that 
is not in my notes concerning Mr. Crump's career, and 
that is that when he was laid off during the depression 
he was able to get a job with his Winnipeg Hydro, and I 
think he worked for the Winnipeg Hydro for a while as 
a linesman. I think that that generally sketches 
out the career of the witness. 

THE CHAIRMAN : I am a little curious as to 
the nature of his first job. What did that consist of, 
Mr, Crump? 

MR. CRUMP: Well, Mr. Chief Commissioner, I 
started in June 1920 with the Canadian Pacific as a 


labourer repairing track at Revelstoke, and in that 
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capacity ~- of course, that is the lowest grade, and 
naturally we had all of the heavy, menial work to do.. 
And it was not until September that I transferred to 
Field, British Columbia, and started my apprenticeship 
as a machinist. 

THE CHAIRMAN : It is quite a long way from 
being a labourer to being President of the C.P.R., but 
it speaks well for Canada, Mr. Crump. 

MR. CRUMP; Thank you, Mr. MacPherson. It 
must be borne in mind me this is over forty years. 

THE CHAIRMAN; Well, it requires something 
to climb that far. | 

All right, Mr. Sinciair. 

MR, SINCLAIR < I would suggest, in view of 
the hour, that I present the evidence of Mr. Crump 
immediately following lunch. 

THE CHAIRMAN : We will adjourn now until 


two o'elock. 


~--Tuncheon adjournment. 
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-~-On resuming at 2.00 p.m. 


NORRIS ROY CRUMP, called 


DIRECT EXAMINATION BY MR, SINCLAIR: 

Q. Just before the noon adjournment, . Mr.-—~ -- 
Chairman and Commissioners, I had sketched the backround 
and qualifications of the witness, and I have not asked 
him the question as to whether the information that I 
had in my notes and which I put on the record was 
correct. 

A. It was essentially correct. 

MR. SINCLAIR : Me. Ghairman and members of 
the Commission, on the precis which I don't intend to 
file as an exhibit, but which I would use as a basis 
for the examination of Mr. Crump, it has been filed 
with the Commission for some weeks and it deals with 
two subjects; the necessity that railway revenues from 
grain traffic now moving at statutory and related 
rates be adjusted in order that this traffic will bear 
a fair proportion of total Urubeooube chin eosts, which 
the Commission will recall is Section 5 of the Joint 
Submission of the railways, being Exhibit 45 in these 
proceedings. 

The second general subject which Mr. Crump 
will deal with is recommended solutions to enable the 
railways to secure revenues based on just and reasonable 
rates for movement of grain in western Canada to export 
positions while maintaining existing freight charges on 
grain to farmers, which is Section 9 of the Submission 
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of Canadian Pacific, being Exhibit 47 in these proceed- 
ings. 

Q. Now, Mr. Crump, how would you describe 
the early history and development of Canadian Pacific? 

A. The early history of Canadian Pacific 
shows the challenges met and the difficuities overcome 
in establishing the railway industry in Canada. The 
financial cbstacles in the way of railway construction 
in the first few decades after Confederation were s0 
severe that the Government found it necessary to offer 
inducements before private enterprise was prepared to 
accept the substantial risks involved. It will be 
recalled that an attempt to build a transcontinental 
railway as a government enterprise failed. 

Railways were such an effective instrument in 
populating and developing various parts of Canada that 
in certain areas the expansion of railways was carried 
peyond the point of econemic justification. This 
overbuilding made the railway industry highly competitive 
in a period when traffic was light, with the result 
that some of the less stable enterprises failed, 
while others parely managed te) avoid bankruptcy. 
Gradually the remaining smaller railways were united 
into the existing transcontinental systems. For a 
period those railways with a cohesive route pattern 
enjoyed relative prosperity. 

Qe Now, Mr. Crump, would you summarize very 
shortly the situation in the period of the depression, 
the thirties, and the post World War II period? 

A. With the arrival of the depression of 
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the 1930's the railway industry was faced with a period 
of very low traffic and very low returns. The earnings 
position of the railways during this decade had a detri- 
mental effect on railway plants. Before recovering 
from the depression the railways were faced with the 
task of handling wartime traffic. In spite of 

their worn equipment inventories, a remarkable job 

was done in handling the very heavy freight anda passen- 
ger traffic movements, while handicapped by the absence 
of many skilled employees in the Armed Services. 

Notwithstanding the introduction and ex- 
pansion of newer forms of transport during the past 
twenty years, railways now and in the foreseeable 
future, will continue to be the foundation of the 
nation's transportation system providing the most 
economical method of moving the major portion of the 
country's freight traffic. 

Qo Now, go on with the postwar period, 
please? 

A, Since World War IT while the Canadian 
gross national product increased from $11.8 billion in 
1946 to $32.5 billion in 1958, Canada enjoyed a period 
of unprecedented growth and prosperity. Unfortunately 
the railways did not participate in this general pros- 
perity and have not been able to earn a fair return on 
investment. In fact, during this period the rate of 

return on net investment in rail property on Canadian 
Pacific was 3 per cent or less for eight of these 
thirteen years and only rose above 4 per cent in one of 


these years. This is far below what is proper for a 
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public utility, being only about the interest rate on 
Government bonds. Indeed, in 1958 the return of 2.7 
per cent was substantially below the rate of interest 
on Ganada savings bonds which are risk free as to both 
principal and interest. 

Q. Would you please now discuss the relation- 
ship of investment and net revenues of Canadian Pacific? 

A. The net investment of Canadian Pacific 
in its rail transportation system has grown from $950 
million at the end of 1946 to $1,440 million at the end 
of 1958. The rapid growth of Canada in the postwar 
period has resulted in increased demands for freight 
transportation service. During the postwar period there 
has been a substantial increase in revenue ton miles from 
a low of 22.9 billion in 1950 te a high of 30.4 billion in 
1956.. In 1958 Canadian Pacific preduced 26.9 billion 
revenue ton miles. Despite heavy capital expenditures 
to improve facilities and bring about economies in 
operations and in spite of a substantial increase in 
revenue ton mile a the financial position of Canadian 
Pacific has deteriorated. 

Q. ves. 

A. if it is to meet the needs of an expanding 
Canadian economy and develop with the changing demands 
‘for transportation service, Ganadian Pacific must earn 
from its railway operations a sum over and above fixed 
charges which will provide a fair return upon the equity 
capital invested in the railway enterprise. A fair 
return on equity capital showla provide some of the 


funds necessary for the growth of the industry and is 
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essential to attract such further capital as may be 
needed. Such capital is required to provide funds 
necessary to meet the excess cost of replacement in 
kind of facilities at prices substantially above their 
original cost and for the acquisition of improved 
transportation tools that are being developed. 

Q. Me. Crump, in your experience, why has 
the return on net rail investment in Canadian Pacitic 
not improved? 

A. Well, first I place the fixed level of 
statutory freight rates on Western Canadian grain: 

The rigidity of the statutory rates on grain and 

grain products has prevented revenues from this seg- 
ment of traffic being increased in keeping with increase 
in the cost of transportation. The movement of grain 
and grain products, particularly since World War ITI, 
has occurred in a period of rapidly rising labour 

and material costs. For instance, when the Crow's 
Nest Agreement was fully implemented in 1899, the 
average hourly labour cost was 18 cents, new rail was 
$17 per net ton and a 30-ton box car was approximately 
$600. In 1958 the average hourly labour cost at $2.21 
was more than 12 times the 1899 labour cost. New rail 
at $120 per net ton was seven times the cost of 1899 
and a new 60-ton box car at $9,100 was eight times 

the per capacity ton cost of 1899. 

And, then, secondly, I would say inability 
to secure from general freight rate increases revenues 
which would enable the railway to meet increased costs 


and earn a reasonable return on investment: Because of 
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| the staturory rates, the railways have been under the 
necessity of attempting to recover increased costs from 
only a segment of their traffic. As a result the area 
of competition has increased, particularly from motor 
trucks, and in certain instances traffic volume has 
been reduced through the introduction of substitute 
products or competition from foreign products. Retro- 
active wage increases and time lag in having general 
revenue cases heard and freight rate increases author- 
ized made effective has accentuated this problem. 

And thirdly, competition from other media 
of transport: Although the railways provide mass land 
transportation at the lowest possible cost, they have bee 
faced with ever-increasing competition for higher class 
freight from highway transport. The result has been 
to reduce revenues and volume from higher rated traffic. 
In some cases the result has been that traffic has 
been lost and in others where it has been retained, 
it has only been possible to do so at reduced rates. 
It has not been possible to recoup this lost revenue 
through increasing rates to the necessary degree on 
lower rated traffic without adversely affecting volume. 

Q. Now, you have given the reasons in your 
experience why, in spite of the evidence you gave 
previously, there is difficulty in improving the return 
on the net rail investment. 

Now, would you discuss, please, the post 
World War II revenue cases, the general revenue cases 
and the permissive level of earnings as allowed by the 


Board of Transport? 
(Page 3770 follows) 
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A. In post World: War I general revenue 
cases, the Board of Transport Commissioners has used 
the net rail earnings of Canadian Pacific as the 
yardstick to determine the overall level of just and 
reasonable rates for Canadian railways. To determine 
permissive net rail earnings for Canadian Pacific it 
adopted the requirements formula. The requirements, as 
allowed by the Board, comprise three elements: fixed 
charges allocated and apportioned to rail enterprise, 
dividends of four per cent on preference Stock and 
five per cent on ordinary stock, and an allowance for 
Surplus. Notwithstanding the shrinkage in the value 
a@ the dollar, the reduction of Canadian Pacific debt 
and the reinvestment of Company's earnings in plant and 
cuuapaicat in the years which followed the first post 
war decision, the elements of the requirements formula 
have remained the same, with one exception, an 
additional allowance to provide for the transfer of 
assets as of January 1, 1956, from non-rail to rail 
investment. The effect of the requirements formula 
has been to produce for Canadian Pacific a declining 
level of perm$aive net rail earnings in relation to 
net investment in rail property. Notwithstanding the 
low level of net rail earnings allowed by the Board, 
Canadian Pacific over the period 1946 through 1958 
was $189 million short of reaching the permissive 
earnings. 

THE CHAIRMAN: $189 million, Mr. Sinclair? 

MR, SINCLAIR: Yes, $189 million, sir. The 
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developed for Mr. Crump, due allowance was not 
made,in stating 1946, for the result’ of the Board's 
judgments in the twenty-one and following cases, and 
therefore the 1946, which was in this figure, was 
wrongly stated, the adjustuwents being made to put 
it on a proper and consistent basis, which changes 
the figure from $194 million to $189 million. 

MR, SINCLAIR: Q. You were saying that 
in the period from 1946 through 1958 Canadian Pacific 
was $189 million short of reaching the permissive 
level of earnings allowed by the Board. And would 
you now go on to discuss, please, the position by 
individual years as GO the relationship of net 
earnings to the permissive level? 

A. In no year did the net earnings of 
Canadian Pacific reach the permissive level, and, 
furthermore, in no year was the return sufficient to 
enable the company to raise capital through equity 
financing. Most recent estimates indicate that 
Canadian Pacific's net rail earnings in 1959 will be 
at about the same { unsatisfactory and unfair level as 
in 1958, notwithstanding the improved economic 
conditions in Canada which have been experienced since 
the beginning of the year 

Q. How does the Canadian Pacific define 
a just and reasonable permissive level of net rail 
income or net earnings? 

Ae We adopt the tanguage used in the 
Supreme Court of Canada in Northwestern Utilities 


Limited versus the City of Edmonton (1929) that a 
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just and reasonable level of net earnings for a 

public utility would allow as large a return on the 
capital invested in its enterprise as it would 

receive if it were investing the same amount in 

other securities pessessing an ee agent, 
stability and certainty equal to that of the company's 
enterprise. 

Qe Have you examples of this approach, 
looking on the reasonable level of permissive earnings 
for public utilities which you would like to draw 
to the attention of the Commission? 

As In May, 1959, when the government of 
Canada introduced legislation to establish the 
National Energy Board for the regulation of the 
pipe line industry, the government's views on 
regulation was stated. 

The Right Honourable J.G. Diefenbaker stated 


the prinftipies of regulation and I quote: 


"First, maintenance of the public interest; 
second, the assurance that the wells of 


risk investment shall not be dried up;...." 


The Minister who introduced the legislation, 
the Honourable Gordon Churchill, dealt with the matter 
at some length. In dealing with the companies that 
were to be regulated by the new administrative 
tribunal, and noting the risk involved, he stated: 


"Bor this reason they must not be 


prevented by regulatory action from earning 
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a return sufficient to attract capital, nor 
must management be deprived of the normal 


incentive to improve efficiency." 
And again, 


"Tf the development of the petroleum and 
related industries is to continue, still 
larger sums of capital must be attracted! 
for future investment. It is our desire 
and intention that the climate for 
investment in these industries in Canada 
will, so far as it lies within control 

of this government, be such that this 
needed capital will be attracted by the 
prospect ef fair and reasonable returns 
within a framework of stable and realistic 


government policy.” 


Q. What is the situation in regard to 
the basis upon which the Canadian Pacific looks upon 
Oe eaaace level of earnings as applied to the 
railways in Canada? 

A. The principle that railways should earn 
a fair return on the capital committed to 
transportation has long been recognized. On pages 
30 and 31, paragraphs 94 and 95 of the Joint Submission 
of the railways, reference is made to and extracts 
quoted from two Judgments of the Board of Railway 
Commissioners. 

MR. SINCLAIR: Mr. Chairman and Members 


of the Commission, the first judgment that is referred 


; ewe | " \ 

| eve Aa ee .... ; 

bre smsdlonted ord te dnsngeteveb edd 2" ee 

{itte .oustines ot at sefudaubat oo rn 

\bejosydis od Jaum Lathqss To ame cepts : 

etiseb ao at 3] .dmemtuevat eusdwt WD 9 ew) 

| 10% etsmtlo edd gedd molimedmt bas ye 

shsas0 at eetweubst ersedt at tnemteevat . .. o4 
foatnes stdtiw golf ot as tet os <fLtw 

eicdt tentt.doye od .dnemersveg ald? 70)... inpkart 

eit yd bedoartés ed Lftw isdiqse bebeem, ...\... 

eciudet oldsrioass1 bos sist to tosqee7q —. ‘ 
oivaiiees bas sideda to irowomss? 8 fr hgh tw 
",“olleqg tnommieves 


ot Drager mi nobiepdte eft et dade 8 1D 
noqu eleet ofttost methsas) edd dotdw meaw stasd edt 
odd of bokiqas as egateres Ye Level svtastmreg s 
febans) at eyswiist 
antes Sivods eyewltet tedt ofqtontad ont A 

ot beséimmoeo [asigas sede mo savget itst s 

asasq ad pee iaaid aoed gaol ead notiedreqenesd 
sotanimdw® $attoL edt Yo 20 brs #0 adgqergsvaq . IE bas OF 
atosiixe bas od obam af somouster .ayswits1 edd te 
yswilaa to bisol ont to efetomybet ows moxt betoup 

_* -8tenotee.tmmed 

arsdueM bes gsmtisd® ,aM :AIAIOMIS .filM 
bertetes ef tad Jasmebwt text? ett .moteatamod edt To 


~ ANGUS, STONEHOUSE & CO. LTD. Crump, dir. 3774 
TORONTO, ONTARIO (Sinclair) 


to in paragraph 94 of Exhibit 45 is governments 
_of Manitoba and Saskatchewan versus Railway 
Association of Canada (1920) 26 C.R.C. 298. 

To what in particular do you wish to draw 
to the attention of the Commission, Mr. Crump, 
based on your experience in light of what you have 
been talking about from that matter that is set out 
in the Joint Submission? 

A. The Board recognized that a railway 
Should be in a position to earn annually over and 
above its operating expenses and costs of 
maintenance, such " sum as will enable it to pay its 
favenen and other property charges and generally to 
maintain its credit and standing in the financial 
world. 

Q. The second Judgment set out in the Joint 
Submission, page 30, paragraph 95 is in re | 
General Freight Rate Investigation (1927) 33 €.R.G. 
127. | 

What in that and in the extract quoted in 
the Joint Submission which has been filed do you 
wish particularly to draw to the attention of the 
Commission, Mr. Crump. 

A. The Board recognized the principle 
of a fair return and the application of that 
principle in a fair and just manner in fixing and 
enforcing just and reasonable rates. 

Q. Mr. Crump, have Canadian Pacific in 
recent years earned a fair return on the property 


used in rail service? 
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A. As stated earlier, in the post war 
period, Canadian Pacific has never earned a fair 
return on rail investment and this has presented 


a serious problem in managing its affairs. 


(Page 3780 follows) 
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Qe Mr. Crump, how do you look at the job 
that the railway has had to do in the postwar period? 

A. In the postwar years, the task of rail- 
way management has not been an enviable one. Faced 
with sharply increased labour costs and material prices 
and with limited ability to increase revenues by 
increasing rates, management has been engaged in a 
difficult struggle to maintain a margin between 
earnings and expenses. The result has been that; 
nothwithstanding the investment of large sums of new 
capital in railway property, in spite of the fact that 
business throughout Canada generally has been en- 
joying unprecedented prosperity and that demands for 
railway services are, nearly at an all-time high, the 
net earnings have produced a fewer number of 
smaller dollars to service increased rail investment. 

Q. In the light of what you have just said, 
Mr. Crump, what has Canadian Pacific management done? 

A. The management of Canadian Pacific has 
andeavoured to secure maximum advantage from techno- 
logical improvements in the railway industry. These 
changes made possible through substantial capital 
investment, should have resulted in a marked improvement 
in Ganadian Pacific's total expense ratio. However, 
this was not the case. In 1946 and 1947, immediately 
after World War II, the total expense ratio for Canadian 
Pacific was a little under 93 per cent and in 1957 and 
1958 was within the same area, being 92.2 per cent. 

| Q. Just so that we can bring it up to date 


as possible, Mr. Crump, have you an estimate as to that 
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ratio for 1959? I recognize and the Commission recog- 
nizes that the accounts are not closed, but could you © 
give it for 1959? 

} ee Our estimate at this time is 92.5 per 
cent. 

MR. SINCLAIR: 92.5 per cent, the witness 
says. 

Q. Me. Crump, in your view, are there major 
distinctive areas in the railway industry that have a 
particular bearing on the railway situation that you 
would like to draw to the attention of the Commission? 

A. Yes. The railway industry is unique 
in that it is both capital heavy and labour heavy. 

Q. Would you deal with the capital part of 
that situation first, sir? 

A. Canadian Pacific has a very large pro- 
perty investment. As at December 91, 1958, the net 
rail investment of Canadian Pacific was $1,440 million 
on the basis approved by the Board of Transport Com- 
missioners. 

Q. $1,440,000,0007 

A. Yes. This large property investment 
is subject to use and age. It follows, therefore, 
that this property is inexorably moving towards a date 
on which it must be replaced or abandoned. While 
depreciation is accrued to recover the original cost 
of the property, the amounts so realized fall far short 
of the sum necessary to make replacement under present 
conditions on account of the marked advance in the price 


level, particularly in the last fifteen years. In fact, 
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however, in many instances it is neither feasible nor 
desirable to replace property in kind. The old article 
has become obsolete and is no longer available. Main 
line rail weighing eighty pounds per yard has given way 
to rail of a hundred pounds or heavier, and the steam 
locomotive gives way to its diesel-electric counterpart. 
Almost inevitably the improved article costs more than 
a reproduction of the original were it available, and 
this in turn necessitates further capital outlay. 

Q. Are there other factors that railway 
management must consider in dealing with this capital 
situation that you would like to deal with, Mp. Crump? 

A, Another factor creating a demand for 
the expenditure of capital funds for railway property 
stems from the very growth of Canada itself. Our 
increasing population, the expanding gross national 
product, the development of new industry and the tapping 
of new sources of minerals, create new demands for rail 
facilities which necessitate the construction of new. 
branch lines, the provision of more rolling stock and 
increases in the traffic handling capacity of segments 
of the railway. 

In recent years, there has been a marked 
change in the type of service required of the railway 
largely due to increased competition. Business firms 
generally operate on smaller inventories and demand 
quicker service and they will frequently turn to com- 
petitive transportation agencies if the railways are not 
in a position to meet their requirements. There is an 
increasing use of specialized types of freight cars, such 
as, covered hopper cars for commodities which must be 


protected from the weather and wide door box cars for 
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loading of commodities handled by fork lift trucks. 
The provision of equipment and improvements in service 
to attract and hold customers requires capital outlay. 

Q. Are there other major areas that are 
the reason for substantial capital demands, Mr. Crump? 

A. Yes. Railways are also required to 
expend capital to effect operating economies, to improve 
working conditions and to provide added safety. 

Q. Mr. Crump, earlier you said the railway 
industry was unique in that it was both capital heavy 
and labour heavy. I think you have summarized a 
number of reasons why you say the railway industry is 
capital heavy. Would you now deal with the railway 
industry in relation to being labour heavy? 

Ae Another unique feature of the railway 
industry is the extremely high labour content in railway 
operating expenses. In 1958 55 per cent of railway 
revenues went to meet labour costs. The large labour 
content in total operating expenses has been a serious 
matter for the railways, particularly during the postwar 
years. Since 1947 railway labour expenses have 
increased over 100 per cent, an increase which cannot 
be equitably met in the light of fixed rates for the 
movement of grain and grain products to export positions 
ibe qerveEn Canada. 

Q. Mr. Crump, what proportion of railway 
revenues are spent for materials? 

A. In the year 1958 19 per cent of railway 
revenues were used in the purchase of materials and 
supplies. Since 1947 railway material prices have 
increased by 52%. Once again, these increases f 


in material prices have 


= 


oun aalcialils “ota ‘eins inie eieenaby: tec 
Fant? Mt abuaaed Esthase Cebinasucen et ane a 4 
| od bortuper oss ous eyswiteh Geek ako ee 
ovoxrgns of 2stnonels gabisreqs tgoette oF Letiqes baegxe ; . : 
.¢rotse bebbs’ sbivesq ov bas anortibros gistiow Dt 
yawihes odd bise soy Yeblase .qumrxd a ce 
yvseed fstigqes Advod asw Sh Jad? mt oupiaw aaw yxtewbat [OF 
| s beatusomue oved woy antdd I yyveed wwodel bas | 
| aft qudvaybal yawltes ed’ Yee. soy Uiw anosset to vedwum 
| 
| 


yewltesx odd cidtw fpeb wort wey DinoW .yveod [atiggo 
fyveend wwodsl gated o¢ sottaler &t yrdesbat 

ysuiisa oft Yo eudest eupias tedtonA +A 
awitsy at dnetnos «wodel dgta ylementxe add ef yaveubet 
1 | ysitiss to tneo TEE ae Baer ar -2eateqxe gritenego \ 
nodal syrel ofl .atgos ewodal Joon ot Iaew esomaevet 
avortes 8 seed esi esadeane BeLihteveaqo Latod al tretaoo 
aswieeq odd guiwuh yliosineivusg ~ayawiier eld tol tedtem 
evan aoutegxs wwodal. yawltex JHOL eonke .eusey 
Jonna ote sesetont as tase teq OOL tevo beasetomt 
eit at astst bexit to ddetl eds mi tom Yldatiupe od 
enoliteogd droaxe ot asvonbete chery See tary te tasmevem 
-sbsas) mrovacw mt — 

yawitar ‘to sotisxegqora Jadw ecpiunrned ee) 
falsitstdsm sot dreqa ows seuneven 

yswlisy o das xoq Of S@QL teey sit mI. cA 
bus eleizedsm to sastoq edt ab beay etew soumever ff 
evs asotrtg [stredem yewiken HEL eonk@  cectiqqva | 
aseseiont seont TSS uses ee viene | 


A. meng ee — 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Crump, dir 3784 
(Sinclair) 


been particularly onerous when it is considered that 
such a large proportion of Canadian Pacific freight 
traffic is moved at statutory and related rates and 
has not taken any part of the increase in these prices. 
As wage and material prices continue to rise, this 
inequity in the freight rate structure is steadily 
worsening, making it more urgent than ever that grain 
and grain products carry a fair share of these 
increasing costs. 
| Q. Yes, Mr. Grump, would you go on, please? 

A, The fixed level of statutory grain rates 
has had the effect of narrowing the traffic volume to 
which postwar general revenue increases could be 
applied. Because of the volume of the grain traffic, 
other problems of the railways, such as the provision 
of adequate capital, which might well have been ones 
they could have borne, have become unbearable and 
resulted in the deterioration of the financi§l 
position referred to earlier. As rates were increased, 
competition, particularly from motor vehicles, became 
more intense and pervasive, further limiting the area 
to which the railways could turn to meet their increased 
costs. | 

Q. What has been the effect, Mr. Crump, of 
the exemption of that segment of traffic that moves 
at statutory rates in Western Canada from the increase 
in rail transportatimcosts in the postwar period, if 
you like? 

A. The pricing characteristics of railway 


transportation have changed markedly. The railways are 
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no longer able to offset low rates on large segments of 
traffic by charging higher rates than would otherwise 
be necessary on other traffic. The railways with the 
existing cost of providihg transportation, can no 
longer afford to exempt the largest single segment of 
their traffic from bearing a fair proportion of 
braxspertatdon costs. 

The low fixed statutory grain rates have 
contributed materially to the diversion of traffic 
from rail to other carriers which are free from any 
Similar obligation. A source of substantially 
increased revenues for the railways would be a just 
and reasonable rate level for the movement of grain 
and grain products to export positions in Western Canada. 

Q. Mr. Crump, Mr. Roberts, as an experienced 
traffie man, has given his views as to the time spent by 
the operating people on the railway to this western 
Canadian grain movement to export positions. The 
question I would like to ask you, for the Commission, 
is, as an experienced operating man, what is your view 
as to the time the railway operating officers give to 
this very important western grain movement? 

A. No segment of traffic receives more 
attention from operating officers of the railways than 
does the movement of western grain to export positions. 
Throughout its history, operating officers of Canadian 
Pacific have had déeply impressed upon them the impor- 
tance of the movement of grain. They are aware of the 
fact that historically, Canadian Pacific was instru- 


mental in opening Western Canada and the Company has 
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always been fully aware of its responsibility to the 
people who settled there. The fact is that the move= 
ment of grain to the lakehead and the Pacific Coast for 
export comprises from one-quarter to one-third of the 
total volume of freight traffic handled by Canadian 
Pacific as measured in revenue ton miles. 

Q. Do you mean Canadian Pacific System there 
sir? 

A. Yes. 

Q. Yes, would you go on, please? 

A. Each morning, seven days a week, the 
Vice-President, Operations, and the Chief of Sransper- 
tation receive and review telegraphic reports cover- 
ing the preyious days' operations. The information 
pertaining to the handling of grain comprises a very 
substantial part of the data transmitted in thase 
reports. It includes information such as: a report 
on the bushels of grain marketed, cars of grain loaded 
the previous day, grain in storage in terminal ele- 
vators, cars unloaded the previous day, cars on hand 
awaiting unloading and in transit, ships from the 
terminal elevators, and the destinations of lake 
steamers. These two officers daily consider the car 
supply situation in Peupebenses the movement of grain. 
In addition to the officers at System headquarters, 
operating officers at the regional and divisional level 
on the Prairies are giving even more detailed atten- 
tion to the grain movement. There is no doubt that 
operating officers of Canadian Pacific give a 


disproportionately large share of their time to 
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the movement of this traffic, both on the basis of 
volume and, of course, revenue. 

Q. Me. Crump, you say both on the basis of 
volume and, of course, revenue. We have had evidence 
here that grain moving at statutory rates is approxi- 
mately 40 per cent in Western Canada of the va@lume 
of work done by the railway, and I bring that to your 
attention in view of the statement that you have just 
made, and I ask you, in having that figure that has 
been put on the record, 4O per cent in Western Canada, 
whether you want to reconsider in any way what you 
have said, or was it having that in mind that you made 
that statement? 

A. No, from my own experience on this matter 
I stand by the statement I have made. 

Q. That is, notwithstanding that it is 
4O per cent of the total work done, you say by that 
volume check there is a disproportion? 

A, There is still a disproportionate amount 
of time spent on the grain movement. 

Q. Now, Me. Crump, the next point I would 
like to raise with you is this: if reasonable remunera- 
tion to the railways for the handling of the western 
grain crop to export positions is not given, what would 
be the result? 

A. If recognition is not accorded to the 
railways! necessity to secure adqquate revenues for the 
movement of export grain from Western Canada, the 
intensity of the railway problem will continue to 


increase, to the detriment of all Canadians and the 
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shippers of all commodities, grain included. | 
Q. Mr. Crump, has -- and I put this to you 
as an old and experienced witness in general revenue 
cases and one who has had the advantage of coming to 
this court room and explaining railway matters to a 
number of people and, of course, seeing the result 


of your efforts in the Board's Judgments‘ 
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Now, my question is this: to your 
knowledge and in your experience in presenting these 
general revenue issues in this room, have the fixed 
rates on statutory grain movements been a problem 
to the Board of Transport Commissioners? 

A. The Board of Transport Commissioners 
has tle duty of determining a general level of freight 
rates which is just and reasonable to both the 
railways and their customers. The Board has been 
seriously hampered in carrying out this duty by the 
fact that the rates on grain moving to export 
positions in western Canada are removed by statute 
from the control of the Board. This, the largest 
segment of Canadian Pacific's freight traffic, must be 
carried at statutory rates unchanged from the rate 
level which existed before the turn of the century. 

The Board has commented on the situation 
on a number of occasions. In paragraph 96 of the 
Joint Submission of the Railways extracts are quoted 
from General Revenue Cases, In the General Revenue 
Case known as the 7 Per Gent Increase Case, which 
was decided in 1953, the Board expressed its concern 
as to the long term ability of the Canadian economy 
to continue indefinitely to meet substantial increases 
in freight rates, as had been required in the 
preceding years. The Board noted that provincial 
counsel who had opposed the railways had emphasized 
the possibility of diminishing returns through the 
railways pricing themselves out of the market. 


Q. Mr. Crump, what is the attitude of 


$3 oe : 
ag0y od rattle al noLguoup a ied - : was fy 


paar? 


swestd quuthmoesed | at eomehisgxs HOY ak bus oabetwa wort 


1 


bext? edd oved «moor Bind at aomeal ounevet ; — 7 
- 
malderq £ need atwomevon sherg vrotusede me 8 : le 


teTone bax taunod Sroqgeaae? to bused Oe 

atane tee tnatc® tr0g pense to bisod sah VA a 
tie tet to Lover Letom 1g 8 snhabmioted ‘te ustub ait aed 
ot died of oldsnoase bis tawt ef ilotdw eetst ; 
reed asd paso at?  .atesodews ttedd bus ayswitst je 
ait vd ytub atts deo gaigviss af be teqsisd ylasetton | 

| ; dzogxe ot gnivem aisag ao setent odd dads tost 
gtutacte yd bevemei ets sbansd amsdaow rt anoldleog 
veut sf sd? ,eteaf® .bus0@ ent To Loutdeo ond mort - 

od teum .oftiett tigtowt s'ofLttost astbaaed te tnomoe 
stex ot mort bes sumstos iw esteax yeodutate ts betatso 
Cuninso of To gum oud 4 eretsd bevatxe doldw Level 

rOtianiie odd no beituomuoo ean bused oi? | 

to 0 cigetasisq ot + 810 L28990 %o tedmun s 10 

bsteup ers etosadxe ayewliaAi odd to moteutmds@ sntet 
euneven Levene) sit al .Benso ouneveH {st9nep mort 
fotiw ,eet) 9Bs etonl dwof wat S eld as aworml 9889 
misono att beseovexe based odd ,€GCL ak bebLoeb esw 
Yoness aethansd eft to yhiitdes ares gaol elt oF 28 
asesotont [aicnetedva tesm ot yledinttebat eval ines ot 
eid ot betheper meed bari as .zets: ddgtostt ae 
fstontvong tant bstor based est -eisey gnibesetq — . 
pastassiqno bl eyswltes orld beeeqqo bed oriw [oanves — ie 
oid dgueud? emidenx guitietatath to Nttltdiesoq ont / 
Joram od Io tuo eevloamedt gatotsq eYew. ben /- 
to ebuttits edd at faite < HET a ) - = 4 


~ ANGUS. STONEHOUSE & CO. LTD. Crump ; dir. 3796 
TORONTO, ONTARIO (Sinclair ) 


Canadian Pacific management in this matter? 

A. Canadian Pacific management is 
concerned with providing transportation service at 
the lowest possible cost and is also concerned with 
the equitable distribution of that cost over the 
various types of traffic which move on the railway. 
Canadian Pacific management, like the Board, has been 
concerned with increasing labour costs and the 
difficulty of meeting these costs without adversely 
affecting traffic velume. Undoubtedly, as the 
Board neted in the General Revenue Case it decided 
in 1954, increased rates brought about by increased 
costs have resulted in the railways losing some 
traffic, particularly to trucks. The Board has 
expressed concern as to the need of keeping the 
railways in a healthy operating condition, A healthy 
operating condition requires adequate revenues ; 
which cannot be secured unless the railways! 
remuneration from western grain traffic is just and 
reasonable, 

Canadian Pacific management has recognized 
the distortion in the freight rate structure which 
has resulted from the fact that western grain rates 
are at a fixed level and the adverse effect this 
fact has had on the relative proportions of high 
and low rated traffic being carried. The Board in the 
15 per cent General Revenue Case, decided at the end 
of 1957, noted the difficulty arising from the fact 
ef western grain traffic yielding only approximately 


one-quarter of the revenue per ton mile secured from 
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freight traffic other than this grain. This difficulty 
has been recognized by Canadian Pacific for some 

years. While Canadian Pacific management strongly 
disagrees with the position taken by the Board that 

the requirements formula in its present form does 

not present a problem, nevertheless, the largest 

single problem the railways have arises from the 
distortion in the freight rate structure caused by 

the statutory grain rates. 

Canadian Pacific management has for some 
years found it atelier difficult to understand why 
the unfairness in the fixed statutory level @ the 
western grain rates has not been generally recognized 
and why appropriate action has not been taken to 
meet this problem. 

Qe Now, Mr. Crump, I wish to turn to 
another matter and ask you to give the Commission 
your approach to future planning, having in mind 
the situation of the railways. 

A. Within the limits placed upon it by 
the availability of capital, Canadian Pacific as 
a public service industry has cigekinoion to plan 
for the future, making use of whatever new techniques 
and improvements could be found to improve service 
and control costs. These improvements have required 
outlays of substantial capital sums and notwithstanding 
the efforts of management, such outlays can only be 
continued if the climate is such that the needed 
capital will be attracted by the prospect of fair 


and reasonable returns. A just and reasonable rate 
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level on the large volume of grain and grain products 
presently moving to export positions at statutory 
rates would materially assist solution of the 
financial problems of Canadian Pacific which is 
essential if the railway is to be in a healthy 
operating position. 

Q@ Now, as the Commission knows, and 
as you know, you were a witness in that proceeding, 
in 1949 the Canadian Pacific presented certain — 

views to the Turgeon Royal Commission, and the only 

point I wish to ask you now in relation to that is 
this: has the position of the Canadian Pacific 
since 1949 changed, 1949 to the present, in those 
ten years, eleven years. | 

As The position of Canadian Pacific is that 
its difficulties have become greater since the fixed 
statutory rates on western grain were considered 
by the Turgeon Royal Commission in 1949. Ie is 
worthy of note also that the Turgeon Royal Commission, 
in not recommending a change in the level of the 
grain rates, was dealing with @ proposal that western 
Canadian grain rates should be dealt with the same 
as all other rates. The Commission, after 
emphasizing the particular situation in western 
agriculture at page 250 of its report, emphasized that 
it was not being said that the level of the Crow's 
Nest rates must never be changed. 

Qe | Thank you, Mr. Crump. Now, in 
evidence already received by this Commission, which 


was put in the record by Mr. Reid, the total value 
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of cash and lands received by the Canadian Pacific 
under the Crow's Nest Agreement was stated to be, 
and the detail was delineated, arriving at a total 
figure of some $5 million. 

What have you, Mr. Crump, to say concerning 
this payment of five milliens of dollars under the 
Crow's Nest Agreement. 

A. This sum of $5 million had been repaid 
many times over in rate reductions between 1897 and 
1925 when the government fixed by statute the level 
of grain rates. Particularly since World War II, the 
low level of these rates has created a serious 
burden for Canadian Pacific. In 1958 alone this 
traffic would have earned additional net revenue of 
$18 million for Canadian Pacific if the rates had been 
at a just and reasonable level. 

| It should eerpendepaned that the stake of 
Canadian Pacific in western Canada is proportionately 
larger than in any other geographical area - two- 
thirds of its trackage is in western Canada. 

Qe What is your position regarding the 
western grain growers and the relationship of this 
segment of economy to the balance of the Canadian 
economy? .. 

A. Canadian Pacific acknowledges the 
importance of agriculture to the Canadian economy and 
is particularly cognizant of western agriculture in 
the economic well-being of Canada. The production 
and export of grain and flour forms one of the 


chief assets of the country and is essential to the 
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Canadian economy as a whole and particularly to that 
of western Canada. 

The Company fully appreciates the purpose 
of the government of Canada in entering into the 
grain rate provisions of the Crow's Nest Agreement in | 
1897 and in the affirmation of that purpose in | 
enacting the amendments to the Railway Act in 1925, 
when the Agreement was set aside and grain rates were 
made purely statutory and applicable throughout western 
Canada. That purpose may be stated simply as one 
intended to assist the grain growing industry of the 
prairies by giving the benefit of favourable 
transportation costs to grain and its products moving 
to export positions. 

Canadian Pacifie is well aware of the 
problems involved in the export of western Canadian 
grain. The sale of grain in international markets 
involves factors which are beyond the control of 
the farmer and the sale price for export grain must 
remain competitive. Until there is a marked change 
in the situation, the Canadian farmer cannot, without 
hardship, pay out of the sale price of grain, a just 
arid reasonable rate for moving grain and grain 
preducts to export positions. 

Q. What has been the relationship, Mr. 
Crump, between freight rates and other costs of 
the farmers in relation to their earnings? 

A. Freight rates on grain and grain 
products have been the only stable element in the 


costs of the farmers in the post war period. Canadian 
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Pacific, however, should not be required to provide 

a service so essential to western agriculture unless | 
it is able to secure adequate compensation for the 
work performed. While the importance of western 
agriculture to Caradians is beyond question, 

healthy railways are an equally hapeteans factor in 
the economic well-being of Canada. 

Qe In your opinion, Mr. Crump, what has 
been the effect of inadequate revenues to the 
railways in the movement of grain to western Canada 
to expert positions, in relation to the public 
interest in Canada? 

A. it is clear that inadequte revenue 
from the movement of the western Canadian grain crop 
to export positions is contrary to the public 
interest. The solution of the problem created by 
the fixed rates on this traffic is basic to a 
solution of problems relating to railway transportation 
in Canada. 

Qo Of great importance, Mr. Crump, is 
the position of Canadian Pacific as to the manner 
that adequate revenues from grain should be secured. 
What is that position? 

Ae In the light of existing conditions, 
Canadian Pacific is not taking the position that 
the grain freight charges to the farmers at this 
time be changed or that they be removed from the 
from the immediate control of Parliament. Its 
position is that a just and reasonable level should 


be operative but that the rates charged te the 
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farmers would remain as they have remained since 
1927. 

Accordingly, a solution must be found which 
will recognize the basic needs and the required 
favourable transportation rates for western grain 
growers and at: the same time enable the railways 
to be financially sound. 

MR. SINCLAIR: Mr. Crump, and members 
of the Commission, if it suits the convenience of 
the Commission I think that we might take a 
recess. 


THE CHAIRMAN: Yes. 


---Short recess, 


(Page 3810 follows) 
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MR, SINCLAIR: Just before the recess, Mr. 
Chairman, Mr. Crump had stated that a solution must be 
found which would recognize the basic rate as a required 
favourable transportation rate for Western grain growers, 
and at the same time enable the railways to be financiall 
sound, having in mind what he had stated, and that is tha 
the rates for the movement of the grain that we are 
. dealing with would remain under the immediate control 
of Parliament. 

Q. Now, Mr, Crump, my question to you is 
in the light of what you have stated, and I have just 
very shortly summarized it, how did you approach that 
solution? 

A. Well, I feel the solution should provide, 
first, revenues to the railways for the movement of 
grain and grain products to export positions in Western 
Canada based mm a just and reasonable rate levels; secondly, 
continuance of the existing level of freight charges 
to farmers on grain and grain products moving to 
export positions in Western Canada; third, recognition 
of the national obligation to Western agriculture by 
crediting the railways with the difference between a 
just and reasonable rate level and the prescribed 
statutory rate level so that the present burden is not 
confined to the railways and their other shippers. 

Qo Then, Mr. Crump, what about the method of 
carrying out your solution? 

A. There remains the wile attiok of what method 
can best be used to carry out the solution. A number 


of methods could be suggested for the payment of the 
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difference between a just and reasonable level and the 
prescribed statutory level for the movement of Western - 
Canadian grain and grain products to export positions. 
However, the method to be adopted should be one which 
meets the following principles: 

First, the true purpose of the payment will be 
easily recognized, namely assistance by the people of 
Canada to the grain growing community of Western Canada 
in recognition of its major part in the national economy 
and of its need for assistance to overcome difficulties 
in marketing grain and grain products. The proposed 
assistance to western agriculture is not and must not 
appear to be a subsidy to the railways; 

Second, the method should be as simple as 
possible with the cost of computing and making the pay- 
ment kept to the minimum; 

Third, payment of the assistance sjrould be 
made in such a manner as to eliminate continuing con- 
troversy ; 

Fourth, the rights of all parties of interest 
must be adequately safeguarded. 

MR. SINCLAIR: Mr. Chairman, members of the 
Commission, Canadian Pacific has shown in evidence that 
a just and reasonable rate level for the movement of 
grain and grain products to export positions in Western 
Canada would be double the existing statutory grain rate. 

Q. The question I wish to put to you, Mr. 
Crump, is that in the light of that evidence that has 
already been introduced and is before the Commission for 


their consideration, in the light of that doubling of 
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the existing level to bring about adequate compensation 
to the railways, what are your comments, having in 
mind the principles that you have given? 

A. The solution I have referred to previously 
is basically that assistance to the Western grain growers 
of 50 per cent of a just and reasonable rate would be 
provided by the people of Canada. This measure of 
assistance is not out of keeping with the requirements 
of the grain growing industry in the existing economic 
situation. Nor is it out of keeping with assistance 
provided to other Canadian industry that has exceptional 
circumstances. The Canadian manufacturing industry 
is protected by the customs tariff. Other examples 
are special dumping duties on fresh fruit and vegetables 
and products of the textile industry. 

MR, SINCLAIR: Me, Chairman and members of the 
Commission, in paragraphs 81, 82 and 83 of the submis- 
sion of Ganadian Pacific to the Commission, which is at 
pages 26 and 27 of Exhibit 47, reference is made to 
freight rate assistance to the coal industry in 
Western Alberta and Eastern British Columbia and to the 
livestock producers on the British Columbia coast. 

Q. Me, Crump, you are familiar with that 
part of the Canadian Pacific's submission to this 
Commission, and I would ask you for your comments in 
the light of the facts there set out. 

A. The freight rates and the amount of 
assistance have been supplied by the Traffic Department 
of Canadian Pacific. What I wish to draw to your 
attention is that the freight rate assistance provided 
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to the coal industry to assist. it in exporting coal to 
the Far East ranges from approximately 84% to 93% of 
transportation charges, which would otherwise be a cost 
of the coal industry. In the case of the British 
Columbia livestock industry, the assistance is over 60%. 
In both cases, the assistance now given these industries 
is greater than Canadian Pacific proposes the Commission 
should recommend for Western Canadian grain growers. 

Q. What is an important factor,Mr.Crump, in 
your opinion, in the consideration of the method to be 
adopted for the assistance you have mentioned today? 

A. It is of the utmost importance that the 
method adopted to provide the proposed freight rate assig- 
tance to the Western Canadian grain growers should be a 
method that does not overstate the cost of that assistance 
to the national treasury. If the proposal of Canadian 
Pacific had been in effect in 1958,the total cost to the 
national treasury and through it to the people of Canada 
would have been less than $20 million. 

Q. Mr,Grump, in making that statement have you 
in mind both the C.P.R. and the C.N.R.? 

A. Yes, the total cost to the national 
treasury for both companies would have been less than 
$20 million. 

Q. Yes, How did that arise? 

A. This arises from the fact that only 
one-half of the increased revenues from the movement of 
grain at a just and reasonable rate would have become 
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payment of income tax. In the case of Canadian National, 
it would have reduced the amount otherwise paid by the 
national treasury to meet the deficit of that railway. 

Q. Mr. Crump, is there any other factor of 
basic importance you wish to draw to the attention of 
the Commission in regard to this matter of a just and 
reasonable level of your remuneration to the railways 
for the movement of export grain in Western Canada? 

A. Canadian Pacific is firmly of the view that 
Canadian industry, unless exceptional circumstances 
pertain, can afford to pay just and reasonable trans- 
portation charges which will provide for a healthy 
transportation industry operating under efficient manage-~ 
ment. The proposed freight rate assistance for Western 
grain growers is not and must not appear to be a subsidy 
to the railways. Any method of payment of the assis~ 
tance that would lead to any misunderstanding in this 
regard is most undesirable in the national interest. 

Q. In your opinion, Mr. Crump, has there 
been misunderstanding that you have seen or felt of the 
position of Canadian Pacific in regard to this problem 
of western Canadian grain rates? 

A. For some time substantial misunderstanding 
seems to have been created by the issue of the statutory 
grain rates and the position of Canadian Pacific in 
regard to these rates. Continuing controversy is not in 
the best interests of either the railways or the Western 
grain growers. The importance of putting an end to 
this controversy has been recognized by the appointment 
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interest of the Commission and its staff in the solution 
of the problem of the statutory rates on grain. The = 
method of payment of the proposed assistance should be 
such as will avoid provoking continued controversy. 

The specific method of payment of the assis- 
tance to Western grain growers should enable a 
continuing review of the amount of the difference 
between the statutory rate level and a just anc reason- 
able level by an impartial tribunal and its experts. 

The Board of Transport Commissioners fills this need. 

Q. Mr. Crump, I think this question has 
arisen -- I know it has arisen in some of the evidence 
that has already been prd@sented, and questions have been 
raised vy members of the Commission as to the proportion 
of the western grain crop that is carried by Canadian 
Pacific. Can you give that information to the 
Commission, please, Mr. Crump? 

A, Well, generally speaking,Canadian Pacific 
carries about 55 per cent of the western grain crop to 
export positions and the Canadian National about 45 per 
cent. 

Q. And in the light of that, is that of 
importance as you see the situation, Mr. Crump? 

A. Well, therefore, the method of payment 
should give full recognition to this fact. The method 
should also be such that cost associated with the 
payment should be kept to an absolute minimum. 

Q. Mr. .Crump, what is the specific proposal 
of Canadian Pacific as to the method of payment of the 


assistance that you have stated the company believes 
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the western shippers require? 

A. The specific proposal of Canadian Pacific 
as to the method of payment of the assistance to the 
western grain growing industry is one related to income 
tax. The Income Tax Act has for many years been used 
as a vehicle for meeting national obligations and im- 
plementing national policies. Through income tax the 
true dollar amount of the assistance is readily 
established. In paragraphs 79 and 80 of the Submission 
of Canadian Pacific to the Commission is set out a pro- 
posed amendment to the Railway Act which would carry 
out the proposal of Canadian Pacific and the method that 
Canadian Pacific believes is the method which will give 
proper recognition to all the principles previously 
outlined. 

MR, SINCLAIR: Now, Mr. Chairman and members 
of the Commission, on December 5th Canadian National 
considered it necesary te give the Commission a pre- 
pared statement on the reasons why it did not agree 
with the proposal of Canadian Pacific as to the method 
of this carrying out of the solution that the railways 
have presented to the Commission. 
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It seemed to me, sir, that the Commission would 
wish to have the views of Canadian Pacific in regard 
| to the points so raised by Canadian National and 
which are set out in Volume No,| 11, commencing 

at page 1358 and following. 

THE CHAIRMAN: We would like to have that. 

MR. SINCLAIR: In anticipation of that, sir, 
we have prepared the statement, and I would ask to 
have this taken into the record. I do not wish 
to have it filed as an exhibit, but Mr. Crump has 
a copy and he will read it. I have copies for 
the Commission and the numbers they require and also 
copies for all of my friends. 

MR. FRAWLEY: This is rebuttal. 

MR. SINCLAIR: I would say that this is 
the views of Canadian Pacific in regard to. the 
points that are set out in the record. 

THE CHAIRMAN: As prepared by Mr. Gordon. 

MR. SINCLAIR: Yes; Mr. Gordon was the 
Spokesman for Canadian National on these points. 

I think possibly it would be of assistance 
to the Commission and to my friends, indeed, to 
have Mr. Crump just read this statement as it deals, 
I think, with all of the points that at least we 
feel are of substance in the views expressed by 
Mr. Gordon. Of course, if we have missed any of 
them we will be glad to have them brought to our 
attention, but I think it does cover them all, 
although probably not quite in the same order as 
they were dealt with by Mr. Gordon. 
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So, therefore, Mr. Crump, would you then, 
please, in the light of what was stated by Canadian 
National on December 5th concerning the proposal 
of Canadian Pacific, deal with the points raised then 
by Canadian National. 

THE WITNESS: In answer to Mr. Dickson 
(Vol. II, p. 1371) Mr. Gordon made it clear that 
if both railways were in a taxable position the 
result of the Canadian Pacific proposal would be the 
Same as that of Canadian National. On the following 
page he made clear that the reason he was adopting 
his method was because of the fact that Canadian 
National was ina non-taxable position. Mr. Gordon 
in his evidence (Vo. II, p. 1362) stated that the 
Income Tax Act applies to Canadian National in the 
Same way it does to any corporation, but he also 
stated that Canadian National had not in fact paid 
any income tax since it became liable to do so in 
1952. 

MR. SINCLAIR: If I may interrupt for a 
moment, the Commission will remember that Mr. Gordon 
Stated that there were some one or two years, he 
said, in which he said there would have been taxable 
income but for the provisions of the income tax 
and their reference to carry forward and carry 
back. | 

Yes, Mr. Crump. 

THE WITNESS: It seems that the position 
of Canadian National is based upon an assumption that 


it does not expect to contribute to national burdens 
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through the payment of income tax, as does Canadian 
Pacific. I think that this is an entirely 
unwarranted and unduly pessimistic view because of 
the very large capital sums that have been applied 
to the Canadian National physical plant in the last 
ten years and the tremendous advantages these large 
capital sums have given to the Canadian National 
System. I can say quite frankly that I believe 
Canadian National has a physical plant second to 
none. 

I am in full agreement with the position 
of Canadian National as set out in the last 
sentence of paragraph 12, page 5, of their individual 
submissien (Exhibit 46) where it is said: 


"Such additional recompense as the 
railways are entitled to over and above 
the rates presently paid by the farmers 
shipping this grain should be calculated 
and paid on some reasonable commercial 


basis", 


Obivously what the Canadian National had 
in mind at the time this was written was a payment in 
the normal commerce or trading sense, that is, as 
a nS of profit and loss. 

Canadian Pacific reeegnizes that 
efficiency is dependent upon the incentives implicit 
in the profit and loss or commercial basis of business, 
that 1s the commercial approach. It recognizes that 
the incentive of profit and fear of the 


consequences of-a_loss are most necessary in 


a 


4 | .Becntsud to alesd [siogaames go seel bas siteug ot ak 
| tmit sos inyooot ul sAusongGs Aupapensibapnes | 


laywbivibat vted?d te .2@ sgeq .81.cgs S'SBATLZ to sonedn9 


at tnsaysqg 2 Bow saetd iow sew ales omit od? te balm at 


ee. ° Oe 
i 
id cas 


vlonteno sh stale Peat nied aEi.tos 
to oausood — olseimbszog ¢cetore ten bedas os Owns 
beltqas rad. svat. ted? gare fathgeo egal \ at al oof 


jasl ond mt dneig Isoteyiqg Lanotham antbens0.e 


sgist e2adt sonstaavbs iciiaaieines ert bas areoy a 
Cea old ait fae . 

<4. Rh q f *) 

evollod. = tsfi3 Glas <2 otiyp yas mso 1, eteseye 7 

et boost tiate teoheyia « ead [enottsh,aethaens) i ie 
eee 


bo 
7 
\ = 


netilaeaq ott dtiw Jaemeevgs Livd af os. mv oad, =f ie 

, i 

4 7 ey 
test odd wt too tee es, [enotiall ADtROHEM to. 


:btae et dt ovedw (0%. dtd idxe) seteatmdse 


ent as sensqweosd Ianeitibdbs. dose" 
eveds bas revo of beldieas aus ayswitst 
sYomsst oid qd bieo ylémemerq sotex odd 


batetwolso ed Siveda afew altdy yatqqida 
atovsamoo elfdsmoeeset omee mo bisq bas 


."etead 


ban [anelialt mstbhaned sav toiw yleverido. 


ae ,at vadd .esnoe sabbere 19 sotoumeo Lamien. est 


ogre 


.2aol bus thtorq. to r9¢sems * 
| ee 
gesid sos imgoeset ofitteosi aslisas) — = el a | 


dioligai sevisnesont sdJd meqy tnebuegeb el. onetotite " f ‘ 


co 1 


ois to see2. hae, atteng 29.8 

' a ae = ms 
ai yiseaccoon veom ete cael aA 
: * 4ye 


ANGUS, STONEHOUSE & CO. LTD. Crump » dir 3828 
| (Sinclair ) 


developing efficiency in business and are 
particularly necessary in the railway business. 

I must make it clear that I think Canadian 
National, in reference to the Canadian Pacific 
abepesal; has fallen into basic error, which runs 
throughout Mr. Gordon's statement. This error is 
a failure to distinguish between a payment to the 
railways from shippers and a payment to the railways 
by the Treasury by way of assistance to shippers. 
Of course, if the government were the shippers of 
grain, then the money received should be received by 
the railways as gross revenues. It is true that 
when the government is a shipper it pays normal rates, 
as Mr. Gorden noted (p. 1365, Vel. IT) but Mr. 


Gordon said: 


"T gee no more reason why services 
performed in hauling grain should be 
netted while payments for other services 


are not,” 


This points up the fundamental error referred 
to, namely, the difference between payments to the 
railways by the government as a shipper and payments 
to the railways by the government by way of 
assistance to shippers. 

I, agree with the Canadian National comment 


that the special income tax provisions that I have 


referred to, and I am quoting Mr. Gordon: 


"are directly related to specialized 


problems" 
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(p. 1364, Vol. II). Obviously the situation of 
the western grain growers and the need for action 
in respect to the compensation the railways receive 
for moving grain to export positions is a 
specialized problem. In addition to the obvious 
reasons, including the fact that the assistance 
should not be overstated, there is a reason which 
is sometimes overlooked. I have in mind-the fact 
that Canadian Pacific as a private enterprise is 
in direct and active competition with a nationalized 
industry, namely, Canadian National. Recognition 
of this fact requires that the position of Canadian 
Pacific be protected in any payments made to the 
railways by the National Treasury by way of 
assistance to wentern grain growers. 

If the method used solve the western 
Canadian grain rate problem should operate so as 
to reduce the incentive ef Canadian National to be 
in a taxable position, it will adversely affect 
Canada, its shippers and Canadian Pacific. Canadian 
Pacific's position will be adversely affected in 
tw@ ways: as a competitor of Canadian National 
and as a taxpayer. I disagree that the proposal 
of Canadian Pacific would result in Canadian 


National receiving, as stated by Mr. Gordon, 


"only 50 per cent of the compensation 


it would be entitled to" 


(p. 1361, Vol. II). Canadian National certainly 


is not entitled to a dollar more than the Canadian 
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Pacific for moving a car of grain a similar distance 
to export positions in western Canada. ‘The fact 
that Canadian Pacific is taxable and must remain 
so should not be allowed to be used by its competitor 
to the end that its competiter would receive in 
effect two dollars for every dollar received by 
Canadian Pacific on the largest single segment of 
railway traffic. 

I disagree with the Canadian National 


statement that "the question of whether a company 
pays or does not pay income tax has no relationship 
to the amount of compensation it should receive for 
its service nor has it any }egical place in 
calculating that amount" (p. 1360, Volo TI). Taxes 
are an expense and are included in determining Cost. 
If income tax is taken into account in determining 
cost, then it must be a factor in determining the 
level of the compensation te be paid. 

Bi cannot state too strongly my disagreement 
with the Canadian National statement that the Canadian 
Pacific proposal “could be construed as a device 
to hide subsidization to the shippers" (p. 1362, 

Vol. II) and the Canadian National statement that I 

put alone with it that the proposal of Canadian 

Pacific "understates the amount of assistance given 

to grain growers and therefore is misleading" (ny 1368, 
Vel.) Tl). 

If the payment to the railways was on a gross 
revenue basis a misunderstanding could not be 


avoided. Only by reducing the amount to its true 
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dollar amount through application of income tax 

before payment will the burden on the people of Canada 
be clearly defined. There are undoubtedly a number 

ef people in Canada who know that the corporate tax 
rate is fifty per cent but there are many millions 

of Canadians who do not know this fact or if they know 
it would not think of it when they heard of the 
payments being made to the railways by way of 
assistance to western grain shippers. 

As to the Canadian National suggestion 
that the assistance to be paid on behalf of the 
western grain growers under the Canadian Pacific 
proposal is hidden, I do not know how the fact that 
the amount is overstated (and.that is a fact when it 
is paid on a gross basis ) makes it more in the open 
er less hidden than when the true amount of the 
payment is. arrived at through the income tax proposals 
of Canadian Pacific. 

In my view the Canadian National proposal 
would not adequately protect the interest of the 
parties and would result in Canadian Nutional 
receiving mere than it is entitled to for handling 
grain. 

MR. SINCLAIR: That is the evidence, Mr. 
Chairman, and members of the Commission, that Mr. 
Crump has for the Commission at this time. 

THE CHAIRMAN: Mr. Cooper? 


CROSS-EXAMINATION BY MR. COOPER: 


Q. Mr. Crump, you have referred in your 
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evidence to heavy capital expenditures to improve 
facilities and bring about economies in operations 
made by Canadian Pacific. That reference is on 
page 3 of your precis of evidence, and the specific 


evidence to which I have reference is; 


"Despite heavy capital expenditures to 
improve facilities and bring about 
economies in operations and in spite of 

a substantial increase in revenue ton- 
miles, the financial position of Canadian 


Pacific has deteriorated." 


Would you please tell the Commission, Mr. 
Crump, what steps are now being taken by Canadian 
Pacific to improve these rail facilities and to 
effect economies in operations. 

As Well, of course, first of all, 
perhaps, in importance is the dieselization program 
as a result of heavy capital expenditure. That 
has been going on for a number of years, and I 
think everyone is well acquainted with that 
program. Incidentally, we anticipate that, given 
roughly the same traffic conditions in 1960 that 
we had in 1959, the full .dieselization of the 
Canadian Pacific will be completed in 1960. 

Traffic Swings, of course ,will have some effect 

on that. Beyond that, we, of course, are carrying 
out a planned es that we have had over many 
years in such matters as signals on roadways, C.T.C. 


installations, increasing the inventory of maintenance- 
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of-way machines, something that has not particularly 
been noticed over the past few years. But there has 
been a heavy program, particularly since World War 
II, doing way work wherever economic by roadway 
machines, That has been quite a major program. 
Of course, there are all of the other numerous 
items which go from our capital expenditures: 
freight equipment, I think, this year is getting 
better, and specialized types of equipment. There 
are many such examples that could be quoted. 

Qe Would you care te teuch on any other 
measures which the railway is taking, Mr. Crump, 
er does that, you consider, answer the question? 

Ae NO. if it relates to the heavy 
capital expenditures and to bring about economies, 
I think perhaps one of the major changes made in 
the past year - and it was a major change - was the 
reorganization in our operating personnel, That 
was designed to bring about economies in the 
operations, besides, of course, the capital 
program, I might also give another 
outstanding program that has been underway on 
Canadian Pacific for the past three years, and 
that is the integrated data processing whereby 
with the use of electronic computers , the so- 
called electronic brain, we hope to eliminate a 
good deal of the paper work and streamline some 
of oyr accounting procedure. That, in itself, 
required a great deal of research work, and is 


progressing very.well, but it takes some time to 
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learn how to use these new techniques as applied 
to our far-flung system extending from coast to 
coast. 

Qe You have stated in your evidence, 
Mr. Crump, that railways weresuch an effective 
instrument in populating and developing various 
parts of Canada that in certain areas the 
expansion of railways was carried beyond the 
point of economic justification. Now,for the 
information of the Commission, would you just state 
at what period of time did the over-building in 
the railway industry take place? : 

A. Well, I would say approximately from 
the turn of the century until about 1920. 

Q. What is the situation today? Do 
you consider that the railways have excess 
mileage today in Canada? , 

Ae Well, certainly we have not excess 
mileage today in Canada.in the manner in which 
we had it in 1920. Having in mind the changing 
needs for the plant, there may well be excess 
mileage, but I would not think it would be very 
great at this time. With the expanding economy 
of Canada, the tremendous or, what has been termed, 
explosive growth of population, I. think perhaps 
Canada has grown into its railways. 

Qe According to your evidence, Mr. 
Crump, the net investment of Canadian Pacific 
in its rail transportation system has grown from 


$950 million at the end of 1946 to $1,440 million 
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at the end of 1958, What has been the increase 
in non-rail investment in the same period? Could 
you give us that figure? 

A. Non-rail? I have the rail 
investment here. I am afraid I haven't got the ~-- 

MR. COOPER: I think my friend Mr. 
Sinclair is nodding his head in assent to an 
unempressed request from me that it be supplied. 

THE WITNESS: We will prepare it, Mr, 
Cooper, 

MR. COOPER: Q. You mentioned also 
throughout your evidence and throughout the precis 
competition from other media of transportation, 
and to deal with the matter in one context, perhaps 
you would be good enough to look at page 4 of your 
precis of evidence, and you will see there that 
you have referred to the area of competition as 
having increased in the sense in which you use those 
words there, and also to competition from other 
media of transport, and you state that the area 
of competition has increased particularly from 


motor trucks. 


(Page 3840 fellews) 
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I assume also, and you will correct me if I 
am WORE» Me. Crump,that competition has increased 
from pipe lines and air movements of freight, and also 
from water transportation; is that correct? 

| A. Very markedly SO, Mr. Cooper; it is not 
confined to highways. Now, if I’ might just give one 
or two figures in that respect. 

Q. Certainly, Mr. Crump. 

A. Because I think they are very significant 
The statement has to do with the distribution of inter- 
city freight ton miles, and the period which I have 
here -- this is, of course, DBS authority -- the state- 
ment I have here indicates that in 1948 the railways 
had -- I will leave off the decimal points -~ 71 per 
cent of the intercity ton miles in this country and 
that by 1957, which was the last year available, this 
percentage had decreased to 54 per cent. 

Now, highways in that same period increased 
from 4.9 per cent in 1948 of the intercity freight ton 
miles to 6.4 per cent in 1957. Now, this is the 
figure that is available from DBS, and whether it 
reflects fully the movement of freight by highway 
may be open to some conjecture. 

However, the increase by inland waterways 
has been relatively constant, moving only from 23.9 
per cent in 1948 to 2431 per cent in 1957. 

A very significant movement which has taken 
place is in pipe line operation, when in 1948 it was 
so small as to be negligble, less than one per cent, 


and the figure, as a matter of fact, given by DBS in 
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1950 is 1.7 per cent, but it has advanced in 1957 to 
14.8 per cent, the intercity ton miles. | 

THE CHAIRMAN : Would you for the record 
just indicate what you mean by "intercity traffic"? 

THE WITNESS: Well, all traffic handled 
between cities as compared to local delivery within 
urban centres. In other words, it is movement of 
goods within the country, not from house to house or 
within an urban area, but from one city to another. 

MR. GOOPER : Q. What of the future, Mr. 
Grump, if you can say with respect to this matter of 
pipe lines? 

A. As regards pipe lines? 

Q Yes. 

A. iL should think that percentage will con- 
tinue to grow; perhaps not at the rapid rate that it 
has over the past ten years, but there will be some 
growth as great shifts are made in our economy, having 
in mind the fact that in many instances this tremendous 
consumer, Mr, Public,has switched from coal to oil in 
domestic heat and that he may well switch to natural 
gas; all of these shifts that will take place in the 
future will have an effect on this proportion by 
pipe line. 

Q. Would you expect, then, that proportion 
to increase to some degree? 

A. I would think so. 

Qe I suppose one of the most significant 
developments in water transportation has been the 


construction of the St. Lawrence Seaway. Perhaps you 
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would care to indicate to the Commission, Mr. Crump, 
your views as to the significance of the St. Lawrence 
Seaway in the transportation picture in Canada as it 
affects the railways? | 

A. Well, I think the St. Lawrence Seaway 
is going to have a very great effect on the movement 
of goods within Canada and from foreign sources. 

| The Seaway has just completed its first year 
of operation. We have carried out fairly extensive 
studies in regard to the seaway for the past few years 
and I must say that at this time the situation is 
Somewhat obscure. 

There were unusual circumstances in 1959 in 
the seaway, but I don't think there is any doubt but 
that the seaway will have an effect and that that 
effect probably will show up in this intercity ton 
miles by inland waterways as the years go. on. 

Certainly, we have a section of our traffic 
which is susceptible to seaway competition, but I think 
it is too ekvy yet to really assess what the seaway 
is going to do ts, us or what it is going te do to Canada 

Q. Well, now,the ay: question to which I 
Wish to direct your attention and on which I would like 
your views for the Commission, is that on movements of 
freight by air Cargo. Do you consider that movements 
of freight by air cargo will significantly increase 
in the fobeseckbie future? 

A. Well, on this statement which I quoted 
from, DBS, there is as yet no percentage of the intercit 


ton miles assigned to air cargo because it is not yet 


| . pes: nga es f pre's! : ua Swi. 
yore se conte pee sient rs teow 
Joremoworn eit. ti teatte teeny yrev # read vc anak 
| some sagitono’ mont bas sbeaed ebstdtw el be 3 to 
ete p00 staat, easel yamese edt ro pia 
svienoixe Ylutet duo hokriaw ovat ow .tOLterege| Yo. 
| eusiog wet @aieg efit tot yousse ot od Baager tk asthude | eae 
| ah notteuhts ‘ente omkt webett, ae tect yor steam ibaa ‘EAE a 
| | Jemroado: anetennee : 
| mt C@QL at gronstenwort s: Liwasesres erew erect | | 
| 
| 
| 
| 
| 
| 
; 
| 


Riot “ - ) 
ry W iy if 


189% sont siti bet 


ted Svoh yas at onedt ante I nob. E ted yyewaes edt 
"Sees tact bos soette es av ad ftw yeweoe oft dads 
fed Ubtoxsimt alt at qu wore Lobw yfdadorg Yootte 
00 Of sxeey ocd as srgnerediw boalat yd eolte 
obtead two to mokises # eved ow Uinladred BA ee ge 
shiesicte L twd ue.ttdoqmos yaaa oF siditqedens en atotste 
ysweos odd tanw. sasdes ulleor of “hey eines ood ak TL 
sbeoe0 ah a od gnthos: fat th daw 46 as gy Ob oF geittog al 
I doldw od aotdmoup dxeon edtywom yilew 0 

| oftr Sivow I ctohew ao Bae notinedts Caton’ doerth of datw 
to atcsmovem co tedd oi «mokeaiummoed eft tot awoty su0y 
atnomevon Jad tebianos soy ef ,ogmo tte ‘ea trig tert 
easeront yftasotting£e enw extdo utes yd ddglext to 
> Semardart efdacereto? end at 

besos I dotdw jaemedata aldt mo ~ifew 4A | 
towedat ait to epedaeoteg on toy ‘ee. nt evedd 282 .moxt 
soy fom at 31 cauaoed oguse she 6d hengkeas solte mot — 


~ ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Crump » Cr=-@xX 3843 
(Cooper) 


Significant: eneugh to be included, However, I think it 4 

future will become and, as a matter of fact, toa degree 
has already become in certain specialized fields, a 
competitive factor, and that this factor will increase 
in significance. 

I have in mind that possibly between 1965 
and 1970, the last half of this decade, probably will’ 
show a development of air cargo that will surpiise 
many people. It has already happened -- this is for 
the information of the Commission, if you didn't happen 
to netice it -- that an aeroplane has been built in 
Canada that will take 32 tons in one piece, 87 feet 
long, and fly it oo miles am hour for eight hours to 
deliver it, 

Now, of course, they have got to get their 
costs down, and the air transport industry is working 
very hard at that. 

Q. You comsider that these costs will come 
down to a point where very serious -- if I may put it 
that way ---competition will be offered the railways 
in the foreseeable future? 

A. I would think in the foreseeable future; 
not immediately, but in the foreseeable future the air 
transport industry will have their costs down to the 
point where air cargo will become an appreciable com- 
petitive factor. 

Q. You referred also in your evidence, Mr, 
Crump, and for your convenience perhaps you could look 
at page 4 of your precis of evidence, to the time lag 


in having general revenue cases heard and freight rate 
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increases which were authorized, made effective. What 
steps do you consider could or showld be taken to shorte 
this time lag? 

A, This time lag in reference to thé general 
revenue cases? 

Q. Yes, Mr. Grump. 

A. Well, I think that if the needs of the 
railways were fully recognized and the cases were set 
down promptiy for hearing and wre carried through, 
shall I say, with the least possible amount of verbiage, 
that it would be of tremendous assistance. You mst 
recognize, though, that freight rate cases, and what I 
was getting at here, freight rate cases that have had 
an appreciable time lag, and the maximum, as I recall, 
was in the 1947 case, which was about two years, whereas 
our wage increase, which is the primary motive power of 
our increasing costs, are ordinarily made retroactive, 
and those two coming together create an exceedingly 


difficult situation for the railways. 
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Q. The purpose of my question there, Mr. 
Crump, was to find out if your comment was merely 
with respect to delays there might be in the ordinary 
procedure, or whether perhaps you had something else 
in mind; namely, that the railways should not be 
subject to the degree of regulation to which they are 
subject at the present time generally and perhaps 
particularly in this matter of securing approval of 
rates in general revenue cases? 

A, No. It was the time lag that I had 
primarily in mind, not the question of regulation, 
because I do not think that regulation could ever be 
removed from the railways in this country. 

Q@. Also on page 4 of the precis you refer 
to substitute products. Perhaps I need not read the 
whole sentence --- 

", »« © and in certain instances traffic volume 
has been reduced through the introduction of 
substitute products or competition from foreign 
products." 
Now, I ama little puzzled in my ignorance of the 
expression "substitute products, " I wonder if you 
would be good enough to tell the Commission what you 
had in mind in the use of those words? 

A. Well, I can give an example of that. 

Not only has rail traffic been subject to this competition, 
but also trucks. An example of it the marke in Western 
Canada for rubber footwear, which is almost entirely 
Supplied from Japan. But, actually, the rubber foot- 


wear industry of Canada, particularly the canvas rubber 
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footwear industry of Canada, has been impinged upon 
tremendously by the Japanese products that have been 
imported from Japan | 3 

‘Fhere are other examples and, again, I do not 
want to get into any dissertation here, but I would 
think that unless we in Canada can arrest what might be 
termed a high cost economy in producing goods, that that 
displacement by foreign competition will steadily become 
worse. 

We see many examples of it now, and another 
example is the importation of foreign steel which has 
received a good deal of notoriety recently, and as a 
matter of fact we have seen so much in the newspapers 
recently in that regard that I took the trouble to 
check on this famous case of barbed wire, where barbed 
wire is being laid down in Duluth at $45 a ton less than 
made ip Duluth. In our case, it is about $34 a ton 
less than it can be made in Canada. 

There are other examples that can be given, 
and I am now speaking on the broad basis, Mr. Cooper, 
of the Canadian economy, and I feel that that is the 
great danger that we have to face in this country. 

Q. The examples you have given, I think, 
relate particularly to foreign competition. 

Now, are you coupling with that the expres- 
sion "substitute products "? 

A. Well, there is @ great change taking 
place there, too. It is rather difficult to discern. 
One might say that aluminum replaces steel, but at the 


moment stainless steel is gaining on aluminum; and oil 
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replaces coal in many instances. Now, natural gas 
is gaining on oil. It is a constant shift in this mix 
of freight traffic that we handle. 

Q. That RO TER a problem, I gather, per- 
haps only of short duration, though, from what you have 
just said? | 

A. No, I think this probably will continue 
in the foreseeable future because of the rapid techno- 
logical advances that are being made. 

Q. You may have already answered this ques- 
tion in part, Mr. Crump, and your reference to techno- 
logical advances perhaps points the question UP. What 
technological improvements do you anticipate will be 
made in the railway industry in the near future? You 
have already touched on that point, but if you have 
anything further to add to it I am sure the Commission 
would be very interested to hear of the technological 
éevelopments that are taking place in the railway 
industry and may be expected to take place within 
the next few years? 

A. Well, we have practically got full 
advantage of the major changeover which took place 
from steam to diesel. That was about as large a job, 
I think, as was @fertaken by any industry in that 
time. It was a tremendous changeover. It required 
changes to plant, changes to organization, and changes 
throughout the railway industry. 

| At the moment, I cannot see a change of that 
proportion in the immediate future. There will be many 


smaller change, but not a change of that major 
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proportion. 

Now, it has been commonly suggested that 
perhaps we will go from diesel to gas turbines. Well, 
gas turbines are being used on this continent very 
slightly, but the road that is using them happens to 
have a traffic pattern that lends itself to gas tur- 
bines, whereas here in Canada it does not. 

Again, in Europe, im Japan, you will find the 
railways are electrified. They have a density of 
traffic there that warrants electrification. Even with 
the pipe line forecast that we have in Canada, I cannot 
see that electrification will be warranted in Canada 
in the foreseeable future. But, apart from that, the 
electronic developments that are taking place, of 
course, are being utilized and will be utilized. It 
is difficult to say what will develop because, using 
this modern nomenclature, “breakthroughs’ are being made 
so frequently that at this time I do not think I would 
' like to go beyond that. 

Q. I had in mind the use of electronic 
equipment in the work of a train dispatcher, things of 
that nature? 

A. That will be increasingly used. That is 
not a new development. That is CTC. Certainly that 
programme is continuing, and will continue. 

Qe Page 9 of your precis at the second 
paragraph, you refer to the matter of construction of 
new branch lines, and I would like to ask you, Mr. 
Crump, what is the policy of the Canadian Pacific with 


respect to the construction of new branch lines? 
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THE CHAIRMAN : Well, Mr. Cooper, that is a 
new subject and one of some size. I think we might 
very well adjourn now until ten o'clock tomorrow 
morning. 

One thing I have in mind, while I would not 
ask at all that counsel restrict cross-examination, I 
think that Mr. Mauro must leave tomorrow afternoon and 
we must also have an argument on the motion hon ared 
afternoon, which we have heard considerable about 
already, and probably may not be repeated at very great 
length, but I would suggest that perhaps tomorrow we 
might sit until twelve-thirty instead of twelve, and 
give everybody a chance for cross-examination. 

We will now adjourn until ten o'clock to- 


morrow morning. 


-+-Adjournment. 
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Ottawa, Ontario, 


7 January 26, 1960. 
2 
---On commencing at 10:00 a.m. 
3 
4 THE CHAIRMAN: Will you come to order, 
gentlemen, please. 
3 
6 CRUMP, NORRIS ROY, resumed. 
7 THE CHAIRMAN: Mr. Cooper? 
8 
CROSS-EXAMINATION BY MR. COOPER, cont'd. 
9 
10 Q. Mr. Crump, when we adjourned yesterday 


11 I had just put a question to you relating to the 


construction of new branch lines, and my question is 


12 

i this: on page 9 of your precis at the second paragraph 
you refer to the matter of construction of new branch 

i lines. I would like to ask you, Mr. Crump, what 

: is the policy of the Canadian Pacific with respect 

16 to the construction of new brane lines? 

17 A. Over the past few years construction 


18 of new branch lines has not been very great, but there 
19 have been a number of short lines constructed, always 


with the purpose of servicing a newly established 


20 

industry. These are principally resource industries; 
21 

mines and chemical plants, and that sort of thing 
pa 

and, of course, before the construction is undertaken 
23 


we must satisfy ourselves that it will be a profitable 
24)' venture. 

25 Q. In that connection do you obtain any 

26|| guarantees from any industries as to the amount of 

27 traffic it will move over the line, or anything of 


that nature? 


29 
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A. Yes, we have. It depends upon the 
circumstances in the case. Where a project may appear 
to be somewhat marginal, then we will frequently work 
out a guarantee with the industry, but in some cases 
where there is no doubt of the traffic, why, we have 
gone ahead on our own without the guarantee, However, 
we have been reasonably satisfied that it would be 
a profitable operation. 

Qe Thank you, Mr. Crump. What are your 
views as to the possibility of the railways increasing 
passenger traffic, or at least arresting the present 
downward trend? 

Ao I doubt whether the present downward 
trend can be arrested. However, there are areas 
where passenger traffic can be made profitable, and 
it has been the policy of the Canadian Pacific for 
sometime now to alter our services where we could to 
a profitable basis, and to eliminate the unprofitable 
service, Taking your question on the overall basis, 
how far the downward trend will continue, I don't know, 
but I think it is bound to continue. 

Qe. You said in your direct evidence, Mr. 
Crump, that another unique feature of the railway 
industry is the extremely high labour content in 
railway operating expenses, In 1958, 55 per cent 
of railway revenues went to meet labour costs. The 
reference in that bist Gait of yours, Mr. Crump, 4s 
page 9 of the precis and page 3783 at line 15 of the 
transcript of yesterday's proceedings. 


Now, I understand that labour costs, as you 
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have use.d the expression there, includes wages, 
pensions and benefits? 

Ae Yes it does because all of the fringe 
benefits are a direct cost to the railway and 
consequently, in my expression "high labour content" 

I include not only wages, but fringe benefits such 
as you have mentioned, pensions, paid vacations 
and all of the fringe benefits of that type. 

Qe Has that percentage in recent years 
increased? 

Ae Yes, it has and, of course, particularly 
since 1946 when we first started the round of wage 
increases that has continued since. There was, of 
course, some increase in labour content during the 
war, but the marked increase commenced in 1946 and 
that percentage has gone from, im 1946, 48-per cent 
to 55 per cent in 1958, 

Q. On page 10 of your precis, Mr. Crump, 
these words appear, "the pricing characteristics of 
railway transportation have changed markedly." Could 
you tell us what are the changes which have occurred 
in pricing characteristics of the railways? 

A. Well, I would think the best description 
of that, Mr. Cooper, would be that the range within 
which we apply the: "value of service" principle, has 
been narrowed by the extreme pervasiveness 
of competition and we have, therefore, had to work more 
within the simple narrow range of value of service 
than we had done previous to the reBt of this 


intensive competition. 
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Qe Would it be fair to say, Mr. Crump, 
that the value of service principle has lost,.in 
some degree at least, its validity. 

A. Well, certainly, I don't know thatit 
has lost of its validity; it is still necessary that 
we use it in our pricing. Shall I say that there 
are other tests arising that as time goes on we 
will probably use, but I don't think that the value 
of service principle will entirely be discarded at 
any time, 

Q. What are the principles do you consider 
will be used, Mr. Crump? 

A. Well, of course, the most important 
would probably be the cost of service, and with the 
new techniques that are being developed, the new 
means of carrying out these techniques , they will 
provide another standard, but I don't think that 
it will entirely replace the value of service 
principle. 

Qe i Just have one or two more questions 
now, Mr, “Crump, remaining, and they relate to the 
statement of Canadian Pacific under the heading of 
"Recommended solutions to enable the railways to 
secure revenues based on just and reasonable rates 
for movement of grain in western Canada to export 
positions while maintaining existing freight charges 
on grain to farmers." 

Do you regard the proposed solution of 
Canadian Pacific to this problem, Mr. Crump, as 


offering a permanent solution to the problem of 
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statutory grain rates? 

A. I think it is permanent in this way, 
that until the situation of the western prairie 
farmer changes, that this is the only recourse 
we have. Now, what degree of permanency that is, 

I am sure I can't say because it will depend very 
largely on world conditions. 

Q. Would you suggest that perhaps the 
rates for moving grain to export positions in western 
Canada might in some way be related to the price the 
farmer receives for his grain? 

A. Well, since they are f.o.b. the 
Lakehead, there is some relation. Of course, beyond 
the Lakehead it becomes souewiiat .débatable, and there 
again you are up against the same proposition that 
the farmer in his selling price is up against e- a 
world condition, in other words. | We have shipping 
rates, and that again can vary over tremendous 
ratings, particularly in grain. 

Qe You wouldn't think, perhaps, it is 
possible, then, to relate freight rates for moving 
grain to the world price on wheat, or anything of 
that sort, the price that the farmer would receive 
under international wheat agreements or under any 
other agreements by which the price is fixed. 

a No, I don't think that is possible 
because even the free market price on grain is 
varying somewhat above the International Wheat 
Agreement price, and as I say, you have this factor 


which ranges over such a tremendous chain of world 
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shipping rates and which must necessarily be included 
in there. 
MR. COOPER: Thank you very much, those 


were all the questions I have. 


(Page 3860 follows) 
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THE CHAIRMAN : Mr. Mauro? 


CROSS-EXAMINATION BY MR, MAURO: 
Q. My questions, Mr. Crump, will be 
largely directed towards the clarification of this 


material which is contained in the precis of the evi- 
dence you have given. I was interested in the question 
of my learned friend Mr. Cooper concerning the possible 
changes in the basis of rate pricing, and you and I know 
there has been a considerable amount both said and 
written recently as to this matter of whether there 
is a. shift from value of service to cost of service, 
and one authority that I spoke to said that perhaps 
the analysis might be a change in definition, that 
whereas before, and historically, value of service meant 
the value of the commodity, in present day technology 
the shift is to a definition of value of service to 
the effect that it is the value of the service per- 
formed, 

Would you, Mr. Crump, agree there is this char 
ing dcndavies 

A. I think perhaps to a degree there is 
some concept entering rate-making that might follow 
along your definition. I do not think it goes quite 
as far.an you would indicate, and as a matter of fact, 
in referring to the British development I have had the 
opportunity of discussing this with Mr. Brian Robertson, 
the head of the British Transport Commission. I must 
say I was somewhat aghast at the complete liberty they 


have in fixing rates as between customers; and, of 
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course, the value of this type of pricing, I think, 
can only be indicated in the results. to the British 
Transport Commission, and we all know those. 

Q. On that subject, Mr. ero’ for our 
information, I understand that in Great Britain today 
~~ at least since around 1953 -- there is a greater 
tendency towards this so-called cost of service prin- 
elple where the maximums and minimums are set on the 
rates and within that range, as you have mentioned, 
the railways are free to price their service? 

A. Yes, there is that liberty in their 
pricing now. Personally, I am inclined, as I men- 
tioned, to doubt, with the history of our country, that 
it would work as well here, Inevitably when you 
ascribe different rates to customers at approximately 
the same distance, why, you could get into altercations. 
I must say that I do not entirely agree with what is 
being done i Britain at the moment. 

Q. Mr. Crump, at page 1 of your precis, the 
second complete paragraph: 

"The early history of Canadian Pacific shows 
the challenges met and the difficulties overcome 
in establishing the railway industry in Canada. 
The financial obstacles in the way of railway 
construction in the first few decades after 
Confederation were so severe that the Government 
found it necessary to offer inducements before 
private enterprise was prepared to accept the 
substantial risks involved. It will be re- 


called that an attempt to build a transcontinental 
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railway as a Government enterprise failed." 

And I am sure you meant also to tell us that 
private enterprise had attempted this and had not been 
successful, and if it had not been for government assis- 
tance the C.P.R. would not have been successful? 

A. Well, I would prefer to put it on a 
slightly different basis -- in order to attract a syndi- 
cate or group who would widertake to build a trans- 
eoutinental railway,. some inducement had to be offered, 
and whether you call it an inducement or government 
assistance, it amounts to the same thing. It was a 
quid pro quo. It was part of the contract, and in 
the end resulted in the Transcontinental being built. 

Q. But in addition to the fact that the 
government gave the C.P.R. $25 million in cash, 25 
million acres of land, and a constructed rail line, 
subsequently valued in the neighbourhood of $37 million, 
and these were the inducements for the C.P.R. to enter 
into the contract, when the construction began the 
financial situation of the ©.P.R. became so drastic that 
they came to the government and said, "You have got to 
bail us out," and, in order to do this, in 1881 the 
Dominion Government lent the C.P.R. $34,531,000, and 
if it had not been for that. loan, even after this 
private capital came in, and even after these inducement 
the C.P.R. was threatened with bankruptcy? 

A. That is a matter of history, and I agree 
entirely. 

Q. I am just quoting, as a matter of fact, 
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Commission, and I might quote it as it appears at 
page 18 of Appendix to Part I: 
"Construction began on May 2, 1881. In 

addition to the engineering difficulties involved 
im the location and construction of the line, par- 
ticularly through the rough country north of Lake 
Superior and the unexplored route through the 
Canadian Rockies via the Kicking Horse Pass, the 
young company was faced with financial problems. 
Attacks were made on its credit, and its 
treasury sank so low that the promoters were 
threatened with personal ruin, The Government , 
committed to the completion of the project, aided 
the company with loans totalling $34,531,612, 
all of which were repaid with interest by July 1, 
1886," 

So that the record be clear, Mr. Grump, you 
agree that, far from being a simple matter of private 
enterprise doing a job. the government could not build, 
it was am excellent illustration of government and 
private enterprise joining hands for the realization 
of national policy? 3 

A. Certainly I agree that the project could 
not have been carried out by private enterprise alone 
at that time, and I do not think I know of any better 
description of the situation than existed at that time 
in Canada than the article from, I believe it was the 
Financial organ in London, England, entitled "Truth" 
of 188l,where an analysis was made of this "mad project,’ 


and that the Canadian Pacific would run, if it ever 


Caan a me Ai a 
: 42 7 Pa cd i rf 


v 7 
oe) & nh 


i: +8 erseqas ony au tt ako ds 


bet ovent sie iain Boreontane vita ed wsant b KG 
actt site Ye no Peels Brow to Bites a sates sa 
etl “30 adiia abel’ gpet onit Aquarsat cimatvote 
mt Aguwctndt eitves bere karate : eae faa smelt a 


sit .gast seten gata i ox 2 ete: satiaon caeneadil ve " 


a 
- x ti 
£4 
Py: 
> 
2 
jor 


PVs 
MG 


emsldorq Letomaun t atin & a st ew we SCTE aoy | 


E=s 


ath bos ,whhers avi oo chan erew natemsonte A 


ee 


yew exetomMrg sat tate wot. oa Tae Yuen Sr 
 ivomitreve® ent ais Letoaneq ctiw beastsondt ix Reg 
habta ,~tooakerg and) fo ‘acs Peas iio> ett oF betiimmos 


1 ; 
| , a f 

ere 2c4c Bid = > val ee ae eT " : » 
geeO LEO POE gil ims how Buaol Adiw Exaqmoo eit 
} a 
{ 


vow .caur) .oM .veeio ed Baopew ent gant of vie a9 


me (ik ee Bh ee 
are Vv Si ate 


oa 


te « gnted aett 8% . Jedd seme = | 
moravog eat dot @ gebob eslaquetie — 


oe ae oa “ i rsh ne 
* } oe me We HES | Pes 3; 6 : APD , co 


{ 

| , 

| hie Uwtetixeres To cotieitaclilt teellocrce ia saw FE: 

| wottestiass od rod abet getatel ea taqredne etavixg 

) ; ee 

fyetlog Lacolfisa to. 

bives toeteiq eft deadd senge T ylatasses" UA 
esole eetrarete sisy.tug ve ‘fue betwiss neod eves tom 


sovtad \se M wor I wnheds ton ob I bes comtt dads te | 


ewit tsit te botdtke aed¢ nmot¢autie oft to nohigizeseb’ | —_ 


ae 


| ‘od? saw ft evetled t mort sloténs eit asdt abanad al of = 
" ition?” belditas bee Lana “obo at @agi0 fate mnt? [i 


o£ i 
cs | a 


me 


* 
; i 
: 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Crump, CYr-@x 3864 
(Mauro 


ran, through a country that was frostbound for nine 
months of the year, amd so forth. 


Now, I think that adequately describes the 
conditions that existed at that time when, as a matter 
of fact, there were not as many people in all of 
Western Canada as there is in Winnipeg today. 

Q. And as I say, both you and I agree that 
it was necessary and proper that if in the case of the 
federal government they wanted to bind this country 
together with a rail line, and if private enterprise 
could not accomplish it, that the two should join to- 
gether to bring about this object? 

A. Well, certainly, the government could 
not accomplish it alone, and it took the combinatia 
that you speak of to finally weld this country together. 

Q. Then, on page 2 of your brief, Mr. 
Grump, im the last complete paragraph: 

‘Unfortunately the railways did not 
participate in this general prosperity and have 
not been able to earn a fair return on investment. 
In fact, during this period the rate of return 
on net investment in rail property on Canadian 
Pacific was 3 per cent or less for eight of 
these thirteen years and only rose above 4 
per cent in one of these years." 

The C.P.R., Mr. Crump, is more than a simple 

investment in rail property, but is a corporate 
entity involving other assets in addition to the rail 
property; is that correct? 


A. That is correct. 
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Q. I wondered whether your other assets 
shared or participated in the general prosperity? 

A. At times, they did; and at other times, 
they certainly did not. But, fortunately, it was 
very fortunate for the railway that we had those other 
assets. But the position of the Canadian Pacific, 
of course, is that the railway enterprise should 
stand on its own feet and it was in that context that 
I wrote this. 

Q. Should the rail enterprise stand on its 
own eae! Mr. Crump, on everything that the rail enter- 
prise ever received? 

A. I do not understand your question. 

Q. I am sorry. I wondered in this 
connection if the C.P.R. feels that, for example, the 
25 million acres and the $25 million and any sub sequent 
receipts by the C.P.R., received because of its rail 


enterprise, should be grouped together?- 
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A» Not necessarily so. What we 
received in 1881 was part of the contract price, It 
was a contract, as I understand it as a layman, and 
both sides of the contract were fulfilled by 1885, 
and How I am thoroughly convinced that, as I say, the 
rail enterprise must stand on its own feet. 

Qe Would you, therefore, in view of what 
you have just said, base the obligations of the 
C.P.R. from 1881 on that contract that was entered 
into between the C.P.R. and the Dominion government 
in 1881? 

A. Yes, and, as I understand the contract, 
it was fulfilled in 1885 on the completion of the 
trans-continental line. 

Q. But we are going to be referring, as 
this Commission Sonkel ats , to particular aspects 
of that contract: there is one rather interesting 
phrase where the Dominion government gives you these 
items that I have mentioned -- and there were some 
Stiens -- for the perpetual and efficient operation 
of the railroad, but this is a legal matter. 

A. That is right. 

Qe And Mr. Sinclair and I will be discussing 
that. 

THE CHAIRMAN: I have no doubt that will 
be done. 

MR. SINCLAIR: I don't remember the word "give" 
being used. I remember the word "grant". 

MR. MAURO: But you ponents: the word 


"perpetual". 
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MR, SINCLAIR: Yes, and I remember the 
legal daftnteién of "grant" is a conveyance, and not 
in the sense that you indicated, 
| THE CHAIRMAN: a am sure there will be some 
argument over that between Mr, Sinclair and Mr, Mauro. 
| MR. MAURO: I will accept "grant" if Mr. 
Sinclair will aceept "perpebual", 
MR, SINCLAIR: Well, a perpetual vesting, 
if that is what my friend says. 
MR. MAURO: Invested perpetually -~ all right, 
MR. SINCLAIR: I will take it on that basis. 
MR. MAURQ: Q. On page 3 of your precis, 
Mr, Crump, my learned friend Mr. Cooper had asked 
you about some of the economies that have been brought 
about and some that you might anticipate in the future. 
I was wondering if it were possible for you to tell 
us whether the expenditures to date have, in fact, 
resulted in operating economies? 
t A. I am sure they have. Unfortunately, 
our position since 1946 has been very largely -- 
may I say that we have had to run very fast to 
stand still -- and had we not made these capital 
expenditures we would be in very dire ‘straits now. 
Qe Even whether or not you can pipet 
any actual savings to date, if these changes had 
not been made they would have been that much more 
costly to the shipper? 
A. Oh, very much, As a matter of fact, 
again, if you will forgive, me for referring to this 


question of diesel, but because it is such a major 
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factor and required such a major expenditure of 
funds, I have for sometime, of course, had an indication 
of what that has done for us, and roughly, in 
diesel locomotives, rail diesel cars and facilities, 
we have spent something in the order of $204 million 
in about the last ten years. That has produced 
savings of the magnitude of about $48 million per 
year. Had we not done that then, of course, we 
would be in a very serious position. 

Qe Yes. | 

A. That is merely an example that I happen 
to have here. 

Qe At page 4, at the top of the page, Mr. 
Crump; for instance, when the Crow's Nest Agreement 
was fully implemented in 1899 the average hourly 
labour cost was 18 cents; in 1958 the average 
hourly labour cost is $2.21, more than twelve times 
the 1899 labour cost. Have you information as to 
what the output per employee on a ton-mile basis 
was in the earlier period as opposed to today? 

A. Not in 1899, statistically; although, 
I have some indication on a personal basis because 
my father was a railway employee at that time in 
this territory. The output certainly has increased 
when you consider the railway operating conditions 
of that period, I have particular reference 
to the Crow's Nest territory. On the prairie 
territory that would not be as marked, but, certainly, 
in the Crow's Nest territory that was so. 


Q. And this increased productive capacity 
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of the employee surely is one of the off-setting 
factors im a wage rise? 

A. Lt productive capacity increases 
sufficiently it is, but, unfortunately, in the 
railway business, and for the period that we have got 
statistics, that increase in productive capacity is 
not very great and you must remember that in order 
to accomplish it it requires the .expenditure of large 
capital sums. 

Qe And during that same period at the 
time that the Crow's Nest Pass Agreement was entered 
into, the price of wheat was .99 cents, and t 
understand that today the price is in the neighbourhood 
of, $1.55. So that both the C.P.R. and the farmers 
have had a situation whereby in the case of the 
farmer his product has not increased in value to the 
same extent as his cost of production has increased? 

A. Naturally, there has been an increase 
to the farmer. I don't know on what basis you take 
the price you quote on wheat, but the International 
Wheat Agreement, I believe, has a floor of $2.00 
a bushel, and I think the initial price to the farmer 
is $1.40, if I recall. Then, of course, there is 
the free market price which I understand is somewhat 
above the international minimum. So, when you 
say the price of $1.55, I don't quite know on what 


basis that is. 
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Qe That is No. 3 northern, and.I have 
been advised that No. 3 northern has a very liberal 
averaging out of the price that the farmer will 
receive for his crop. 

A. Well, that could well be. Of course, 
Canada's reputation, I think, was made on No. 1 
northern. 

Qe I am advised there is less than @ 
per cent of No. 1.' 

A. That there is less than 2 per cent 
of the wheat crop? 

Qe Which is waded No. 1 northern. 

A. I see, Nevertheless,it still has a 
terrific impact in international circles. 

Q@. Unfortunately, everybody gets No. 1 
northern but the farmer. | 

MR, SINCLAIR: I object to that on behalf 
of Mr. MacKimmie and Mr. Dickson. 

MR, DICKSON: If Mr. Sinclair can do anything 
about it, I would be delighted. 

MR. MAURO: Qe And now, we have heen 
told, Mr. Crump, that approximately 2 per cent of 
the tonnage carried by the Canadian Pacific Railway 
moves at class rates, and that the balance - taking 
away the grain moving under statutory level - moves 
at commodity and competitive rates. 

Now, you have mentioned under (b) on page 


4, the last sentence, 


"Retroactive wage increases and time 
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lag in having general revenue cases 


heard and freight rate increases 
authorized made effective has accentuated 


this problem," 
Outside of the 2 per cent that moves at 


class rates, you don't need Board authorization to 


increase your rates, do you? 
Well, we have maximums under competitive 


Ao 
which we cannot go. 
Who is that set by, Mr. Crump? 


rates beyond 
By the Board, as I understand it. 


Qe 
A. 
The maximum? Perhaps i am wrong. 
Qo I am sorry, it is perhaps ‘unfair to 
about this, Mr. Crump, but I think in 


question you 
the light of 

in the Board 

wage increase have created a problem, and I suggest 
that the only range in which the Board enters into 

this field is over that very minute 2 per cent that 
Rates under class rates, and that in the broad balance 


what you said there that the delays 
bringing the decisions and the retroactive 


a 


of the field the Canadian Pacific Railway can at 
any time, subject to the rules .as to unfair 
discrimination, the Canadian Pacific Railway at any 

time can raise its commodity rates or its competitive 


Well, the Canadian Pacific Railway 


rates. 
Aoati:, 
can raise its competitive rates, I realize that but, 


of course, I still believe there is a very narrowing 


segment here in not being able to put any portion 
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of these increased costs on such a large segment of 
our traffic. | 

Qe But there is even a larger segment, 
Mr. Crump, - and this is my point - moving under 
competitive and commodity rates, which apparently 
the Canadian Pacific Railway can't put any increases 
on. 

A. Oh, but we can do something about 
this and we are constantly doing something about 
this. | 

Qe Do you do this as the costs increase, 
or do you do that after you come to the Board and 
get a general rate increase and raise your class 
rates and then move your commodity and competitive 
rates accordingly? 

A. I would say the answer to that, Mr. 
Mauro, is that we are at all times trying to 
maximize our earnings from competitive rates, and 
if a horizontal increase is put on, then we see 
what happens to the traffic. The object, of 
course, is to retain as much of the traffic to the 
railway as we can, and I think our traffic officers 
are fully siewed with the importance of not only 
taking the action they do at the time of a general 
authorization, but as well between those times in 
trying to maximize individual rates where it is 
possible to do so and keep traffic on the road, 

Q. So, in addition to the fixed statutory 
rates which you have no control over, there is 


another very definite control on the Canadian Pacific 
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Railway covering an even greater percentage of your 
traffic, namely, the control of the market place 
and the control that you are not able to put in 
these rates due to competitive forces. | 
MR. SINCLAIR: I am sure that my friend 
would want to be fair, but this is the second time 
that he has referred to this as an even greater 
segement, and I wonder if he would say, so that the 
witness would understand, whether he is asking him 
whether competitive rates and agreed charges are 

a segment greater than grain, or that he is 
suggesting to the witness that has been the 
evidence. 

MR, MAURO: Oh well, I will ask the witness. 
THE CHALRMAN: Put it that way. 

MR. MAURO: Qe Mr. Crump, do you think 
that commodity rates and competitive rates represent 
a larger segment of your total traffic than do 
statutory antes 

MR, SINCLAIR: By volume, 

MR. MAURO: Qe By volume. 

Ae By revenue, but not by volume. 

Q. By revenue? 

Ae By revenue, but not by volume. 

Qe Well, in western Canada we have been 
told, Mr. Crump, that the grain and grain products 
represent 40 per cent of the total transportation 
service performed. 

Ae I understand that is the percentage. 


Qe I understand the total transportation 
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service is ton miles, is that correct? 

A. That is correct. 

Qe So that 60 per cent in western Canada 
is not grain in ton miles? 

A. It is made up of a host of other 
commodities. 

Q. And in the total Canadian Pacific 
Railway system, 26 per cent is attributed to grain 
and 74 per cent to non-grain; those are the 
figures? 

A. Yes, LI agree with that. 

Qe And. this percent represents a greater 
volume? 

A, Wo, I ean't say. 

MR. SINCLAIR: You said competitive rates 
and agreed charges. 

MR. MAURO: I said commodity rates and 
competitive rates. 

MR. SINCLAIR: And agreed charges. 

MR. MAURO: And agreed charges. aL 
thought agreed charges were under competitive rates, 

THE CHAIRMAN: — You are including it, | 
anyway. 

MR. SINCLAIR: You are including it? 

MR. MAURO: Yes. 

Q. So that the balance of the traffic 
represents 76 per cent? 

A. Oh yes, I agree with that. 

Q. At the foot of page 4, Mr. Crump, 


under (c) you say: 
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"Competitions from other media of 
transport: Although the railways 
provide mass land transportation at 
the lowest possible cost, they have 
been faced with ever increasing 
competition for higher class freight 


from highway transport." 


Now, is it not true that the Canadian Pacific 
Railway owns one of the largest single trucking 
companies in the highway transportation business, 

Ae That is right. 

Qe ae you only compete with yourself? 

A. Well, I would hardly express it that 
way; we have acquired and developed these trucking 
lines in the interests of bringing about an 
integrated transportation company, and that is the 
basis of getting into the trucking business. 

Qe It is rather a unique situation on 
the North American continent, isn't it, Mr. Crump, 
where a single transportation agency is into the 
field carried by land, sea, air, and even another 
method of carriage by land, by highway. Do you 
know of any other company in North America --- 

Ao No. As a matter of fact, I might 
even broaden that, Mr. Mauro, to the world, because 
we are unique in that respect. 

Q.And when the Canadian Pacific Railway 
starts talking about competition or the carriage 


of commodities it becomes rather more academic 
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than when an American railroad starts talking about 
losing a high rate of traffic to the trucks, because 
you people yourselves are sharing in this truck 
transportation, 

A. I must say I don't agree with that 
statement, because competition is so pervasive 
today and our share is so insignificant that I still 
regard this competition from the rail point of view 
as very real. Now, surely we are in the trucking 
to a degree, but there can never be any thought of 
monopoly in the railway again or in any other form 
of transportation. It has now become a highly 
competitive industry and by asserting ourselves 
into the trucking industry we hope merely to 
participate to a degree in that type of service 
and to give our customers the type of service that 
he demands. 

Q. Some of this high rated traffic that 
was lost to the Canadian Pacific Railway rail 
carriers, has it moved to the Canadian Pacific Railway 
truck carriers? 

A. There is no doubt some of it has to 
a small degree, 

Q. And are you in the business of operating 
steamships that carry freight also? 

A. Oh yes. 

Qe And how about your air transport, do 
they carry air cargo? 

Ae A very small amount, only surplus to 


passenger requirements. 
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Qe On page 5, Mr. Crump, regarding the 
return of net rail investment of Canadian Pacific Un Soa 
Railway, this net rail investment would have improved 
if your passenger revenues could have been increased? 

Ae I don't think there is any connection. 

MR. SINCLAIR: You mean return? 

MR. MAURO: Q. Return of net rail 


investment. 


Ae Yes, that is right. 

Qe Similarly, if your losses on branch 
line operations had been lessened or eliminated, | 
it would have resulted in a better return of net 
rail investment. 

Ae Well, I think that is somewhat in a 
different category, the loss on branch line operations, 
You appear to be taking an overall view of the branch 
lines of the Canadian Pacific, but to the degree that 
there are losses, yes. 

Qe And similarly, such items as commuters 
service, insofar as the passengers for that return 
& fair and reasonable return, it too would have 
resulted in a better return on your net rail 
investment? 

A. As I understand your question, yes. 

Qe So that in short, Mr. Crump, there is 
not only the grain rates, but there are other avenues 
that if they, too, could be improved, would result 
in this improvement in your net rail revenue. 

A. There are other avenues, as you express 


it, that could stand improvement and we are constantly 
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striving to improve them and we have generally the 
power to do it, but the great difference is that in 
panes avenues we have power te -—pursue these 
improvements and I fully anticipate that we will see 
an improvement but, of course, in the statutory 
rates j we have no power whatever to alter them, 

- @ «Well, let us then deal with that matter, 


If you will turn to page 10, Mr, Crump, you say there, 


"Since 1947 railway labour expenses have 
increased over 100 per cent, an increase 
which cannot be equitably met in the light 
of fixed rates for the movement of grain 
and grain preducts to export positions in 


western Canada, " 


I wonder if you can tell the Commission if 
those figures in railway labour expenses have been 
equitably met in the light of present passenger 
rates? 

Ae Certainly; where a passenger train is 
profitable, it has, 

Qe Let us explore that. How is your 
passenger service? Is your passenger service 
profitable? 

Ae The passenger service as a whole on 
the system is not profitable, 

Qe And I understand we will be hearing 
something on that. Har the increased lahour expenses 
been equitably met in the light of competitive rates? 


Are competitive rates meeting their proper share of 
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the costs, Mr, Crump? 
Ae (Af should think so, 

Q. ace these the fully distributed costs 
which we have heard so much about? 

Re I would think so, Fhere may be 
eases where it hasn't and others where they meet more 
than their fully distributed share, 

Q. But as a group they would meet their 
fully distributed costs? 

Ay “Yes, I would think so, 

Pe What about agreed charges? Would you, 


as President of the company, feel that agreed charges 
a8 a group meet their fully distributed costs? - 


BOs 


Ay ot would think 

Qe: And the branch lines operation pt 
the Canadian Pacific Railway as a whole, would they. 
have met - equitably met this inerease in labour 
costs and other costs simee 1947? 

As Perhaps not to the sane degree, - Our 
‘vd indicates: that within the pranch line ayoten 
of the. 


Canadian Pacific there is a fairly large 
mileage which is wholly attributable to grain, and 
I would say that thos 3 | 
certainty have. 


e have not. - Many others 


- Qe . Im the second paragraph you mention 


that since 1947 railway material prices have 


dnereased 52 per cent, We took a look at the Domini 
Bureau of Statistics statement 1923 to 1958 on the 
Gamadian Pagific Railway Company, and it was 
interesting to note that while your material prices 
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have increased 52 per cent, according to this 
document at page 17 your revenue per ton-mile has 
increased from .963 to 1.465 or, co-incidentally, 
52 per cent? 

A. Well, I haven't that statement before 
me, Mr, Mauro, but the one that I have indicates 
that starting in 1947 that material, with an index 
of 100, in 1958 it has risen to 151.9, whereas the 
revenue per ton-mile taking the index in the same 
year at 100, has risen to 154.7, so that is taken 
from the same source, I would think, 

Qe So that your revenue, vis-a-vis, 
material price increase, is --- 

A. Roughly the same, 

Qe And now, in the third paragraph, Mr. 


Crump, on page 10, 


"the fixed level of statutory grain rates. 
has had the effect of narrowing the traffic 
volume to which post-war general revenue 


increases could be applied." 


I wonder if you could tell us what has the effect 
of competition been - I will correct that question, 


Mr. Grump; I understand that it now reads, 


"That the fixed level of statutory 
grain rates has had the effect of 
pearing the traffic to which post- 
war general revenue increases could 


be applied." 
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A. That is right. 


(Page 3890 follows) 
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. | 


Qe Could you tell the Commission what 


the effect of competition has been in regard to the ~ 
narrowing of the traffic to which, intreases should be 
applied? 

: A. I prefer to state the problem somewhat 
differently, Mr. Mauro, in answer to your question, 
that because we have not been able to raise our statu- 
tory rates on grain, in order to provide our invome 
we have had to raise our rates on other traffic beyond 
what we would have done had we had liberty to move the 
grain. This has, of course, accentuated competition 

and has allowed competitive services to move in on 
the high-rated traffic. So actually with that explana 
tions competition has narrowed the traffic also. 

Q. In all fairness, Mr. Crump, it is not 
only your necessity to move this grain at fixed rates 
to meet competition but, as you have told us before, 
there are competitive factors which are in operation 
today not only if you move a pound of grain on 
statutory rates, and they were there before the Turgeon 
Commission? 

A. Not to the degree that they are present 
now. | 

Qe The competition is there and it has 
increased and it will continue to increase? 

A, Yes, I agree with that. 

Q. And this, too, has the effect of narrow- 
ing that area? a 

A. By all means, but, primarily, we as a 


company «= our largest single problem is the fact that 
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we can do nothing with the statutory rates. 
| Q. And you can't do anything about competi- 
tion, cam you, except meet it, Mr. Crump? 

A. Speaking of trucking a moment ago, I 
might say, to use a modern expression, if you can't meet 
them, join them. 

Qe And you are in the happy position of 
being able to join them? 

A. Quite right. 

Q. Now, on page 11, Mr. Crump, the second 
paragraph, you say: 

"No segment of traffic receives more atten- 

tion from operating officers of the railways 
than does the movement of western grain to 
export positions. Throughout its history, 
operating officers of Canadian Pacific have 
had deeply impressed upon them the importance 
of the movement of grain. They are aware of 
the fact that, historically, Canadian Pacific 
was instrumental in opening Western Canada 
and the company has always been fully aware 
of its responsibility to the people who settled 
there." 
| Just so that we have the complete picture 
on the opening of the West and the prosperity of Western 
Canada and the prosperity of C.P.R., I suggest to you 
that Western Canada has made a considerable contri- 
bution to the prosperity of the C.P.R.? 
A. I couldn't agree with you more. 
Q. And, in fact, I say that the prosperity 
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of the C.P.R. is very closely interwoven with the 
prosperity of Western Canada and the farmers in 
Western Canada? | 

| A. Again I agree with you. 

Q. Bezause not only in moving the grain do 
you obtain revenue but this, too, generates a vast 
amount of traffic in the C.P.R. in increasing the 
purchasing power of the farmer in Western Canada? 

A. That is correct. 

@. And, in fact, the C.P.R. has done fairly 
well by Western Canada pecause they initially received 
25 million acres of land out in Western Canada; is that 
correct -=- the initial grant? 

A. That is right. 

Q. And you received very valuable tax con- 
cessions in Western Canada that you don't have in 
Central Canada, to my knowledge? 

A. As part of the inducement: to buildin an 
isolated frontierland at that time, we did receive 
“some, yes. 

THE CHAIRMAN : And some of them are running 
out, aren't they, Mr. Mauro? 

MR. MAURO: ‘There are some, I understand, 
present today that some would like to see some run out. 

Q. These tax concessions are still in 
operation, are they not, Mr. Crump? 

A. That is right. 

Q. And they are a valuable contribution to 
the €.P.Rs7? 


As They are a contribution. 
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Q. According to the DBS 1923-58, the C.P.R. 
had received a total from all governmental sources of. 
$106,153,547, plus 43,962,546 acres of land which we 
work out to be about 53,000 square miles of land. So 
when you speak of the C.P.R. being instrumental in 
opening up Western Canada, we also have to speak in 
the context of what the opening up of Canada has done 
for the C.P.R.? 

A. I would agree with you there, Mr.Mauro. 
In the same way you must consider what the situation 
in Western Canada would have been had the C.P.R. not 
been built. So there is an interdependence. | 

-Q. I sort of prefaced my remarks by saying I 
you would want to put the whole story in, and I wanted 
the record complete. 

Now, on page 12, the second paragraph » you 
Say : 

"Tf recognition is not accorded to the 
railways’ necessity to secure adequate revenues 
for the movement of export grain from Western 
Canada, the intensity of the railway problem 
will continue to increase, to the detriment of 
all Canadians and the shippers of all com- 
modities, grain included," 

Would it be fair, Mr. Crump, to say that the 
same is applicable to the present inadequate revenues 
from passenger services? 

A. No, I don't think it would, because that 
is a problem that will be taken care of. 

Q. Well, when is this problem of passenger 
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) service going to be taken care of? 
2 A. It has been for some time, and it will pe- 
4 [come inereasingly so as time goes on and it will toa | 
large extent disappear. 

Qe The passenger deficit will disappear? 

A. IL was thinking more in the form of 
passenger trains. 


THE CHAIRMAN : We might have a recess now. 


---ghort recess. 
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THE WITNESS: Mr. Chairman, may I make 
a correction to an answer of mine that I gave, I 
believe, to Mr. Mauro.in regard to the price of wheat. 
I find that the memorandum I read dealt with the 1953 
International Wheat Agreement and that the current 
international Wheat Agreement stipulates a minimum 
of $1.40 a bushel -~ that will be Fort William and 
U.S. funds -- with a maximum of $1.90. So my infor- 
| mation was badly out of date, 
MR. MAURO: Thank you very much, Mr.Crump. 
Q. At page 13 of your precis, the second 
paragraph, Mr. Crump, the last sentence of that parae- 
graph reads as follows: 
“While Canadian Pacific management 
strongly disagrees with the position taken 
by the Board that the requirements formula 
in its present form does not present a problem, 
nevertheless, the largest single problem the 
railways have arises from the distortion in 
the freight rate structure caused by the 
statutory grain rates." 
I was wondering, Mr. Crump, if you could 
advise the Commission about any of the larger multiple 
problems, You have told us that the largest single 
problem is the movement of grain. What are the other 
problems facing Canadian Pacific Railway? 
A. We have a great many other problems facin 
the Canadian Pacific. Passenger deficit is one of 
them; ever-increasing efficiency is a constant problem, 


and one on which a great deal of work is being done. 
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The securing of additional traffic. I think probably 
it will be a long list if we covered all of the 
problems facing the Canadian Pacific at the moment. 

Q. So that there are these other very im- 
portant problems that have to be dealt with in trying 
to arrive at a solution of the transportation problems 
in Canada? 

A. I would agree with that, Mr. Mauro. of 
course, we have an ability to deal with them, which I 
hope we are exercising, which is the reason for the 
division here. 

Q. But in the terms of this Royal Com- 
mission, it was asked to investigate railway trans- 
portation problems in Canada. I suggest, Mr. Crump, 
it is also important for them to have placed before 
them these other problems and the solutions recommended 
or proposed by the railways and allow this Commission 
to investigate the whole field of railroad transparta- 
tion? 

A. It. is my understanding that that is what 
the Commission will do. 

Q. And I expect we will be hearing in the 
future from the C.P.R. on the other multiple problems 
as opposed to the largest single problem’, 

A. I rather suspect you will. 

Q. Thank you, Mr. Crump. 

The ous paragraph, Mr. Crump, reads: 

"Senaddan Pacific management has for some 

years found it extremely difficult to understand 
why the unfairness in the fixed statutory level of 
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the Western grain rates has not been generally 
recognized and why appropriate action has not been 
taken to meet this problem." 

I thought we would go over that period of 
the statutory rates, Mr. Crump, and see whether or not 
this question of unfairness is sort of a two-way 
street, both for the shipper and the railway. 

The price of wheat in 1897-98 f.0.b. Fort 
William was 99 cents a bushel, and the cost of movement 
of that from Regina was 20 cents a hundred pounds. 

The price of grain went up to a high of $2.65 
in the 1919-1920 period, Mr. Crump, and as you know 
there w@s an increase in the price at that time up to 
32.5 cents per hundred pounds. 

Then, during the depression period the price 
of grain fell to an average price -- and these are 
No. 1 Northern, I understand -- of 60 cents a bushel, 
Mr. Crump. But the C.P.R. during the thirties did 
not lower its charge for the movement of that grain. 1% 
stayed at 20 cents a hundred pounds? 

A, Yes, I am aware of that, Mr. Mauro. a 
was in that territory at that time. 

Q. And being in that territory, you know, Mr. 
Crump, that the price on some wheat fell as low as 30 
cents a bushel? 

A, ° Yes." I’well recall’ the expression in 
Saskatchewan at that time that if the farmer ever got 
dollar-a-bushel grain again he would be in a good position. 

Q. That was going to be heaven? 


And there was no ‘reduction ever by the C.P.R. 
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during. that period of the cost of --- 

A. There was a considerable reduction from 
the 1918 to 1922 rate. 

Q. But they returned to the 1899 figure? 

A. Yes. 

Q. But the price of grain in 1897 was 99 cent 
a bushel; three times as much? 

A. Yes. 

Q. So that it might be reasonable to suspect 
that some of the grain growers thought it was a little 
unfair that the C.P.R. should maintain its right to the 
Crow level of rates when grain fell to 60 cents a bushel 
and to 30 cents a bushel? 

A. I think those are competitive factors, 
but there is nothing competitive about statutory grain 
rates. 

Q. What were the competitive factors? 

A. That it was a worldwide economie depres- 
sion. 

Are you indicating that the price of freight 
haul of grain to the lakehead should be tied directly 
to the price of wheat? 

Qe Well, I thought that the value of the 
commodity was a rather basic factor in the setting of a 
price for the movement of the commodity and that par- 
ticularly in the field of export-import traffic, Mr. 
Crump, the C.P.R. did in fact give rates that would move 
the traffic, would permit a fair return to the shipper 
also. 


A. In any event, Mr. Mauro, I think our 
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discussion is academic because we do not have the power 
to alter them. 

Q. You mean that the C.P.R. could not have 
lowered the Crow level of rates? 

A. They were statutory rates at that time. 

Q. In 1930, if the C.P.R. wanted to lower 
those rates you could not have lowered them? 

A. I do not know. 

Q. I notice that during that period -- I 
am again quoting from the submission of the Canadian 
Pacifie to the Royal Commission on Transportation, 
October, 1949. I am referring now to page 11. It is 
a table entitled "Gross Earnings, Working Expenses, 

Net Earnings and Ratio of Net Earnings to Gross Earnings 
Years 1885 to 1948." 

Commencing in the year 1930, Mr. Crump, the 
ratio of net to gross earnings of the C.P.R. was 21 per 
cent. In 1931, 18 per cent; in 1938, 16.2 per cent; 
in 1933, 18.3 per cent; in 1934, 19.4 per cent; in 
1935, 17.3 per cent; in 1937, 16.8 per cent; and in 
1938, 16.4 per cent. 

So that during the depression period, the 
ratio of net to gross earnings of the C.P.R. remained 
fairly constant. In 1928 they were 22 per cent; in 
1929, 20 per cent; and they range down to 16. Now, 
then, we will give the worst one there is -- 1938 was 
14.6 per cent. And then they started up. 

So that during that period the C.P.R's 
position of net to gross earnings was probably much 


better than the position of the Western grain grower? 
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A. Well, I do not know about that. 

Q. Well, do you think the western grain 
grower was earning anything close to 18 per cent on his 
gross? 

A. Possibly not the western grain grower, 
but it was typical of that period in this country. 

Q. There might be some basis for it, Mr. 
Crump in saying that the western grain grower felt that 
the prices charged to move his commodity to market in 
those years was unfair, having in mind the value of the 
commodity and the cost of production of the commodity? 

A. Well, having only in mind the value of 
the commodity,- rather than the cost of moving it, it 
could well be. 

Q. And then, just in this range of economic 
depression, and the position of the C.P.R., I am 
referring to page 9 of the same submission. It: is 
a table entitled, "Ratio of Railway Operating Revenues 
to National Income in Canada, Years 1919 to 1948." 

In 1919, the Canadian Pacific Railway 
represented 4.9 per cent of the national income; in 
1930, this was 4.5 per cent; in 1931, 4.5 per cent; 
in 1932, 4.8 per cent; in 1933, 4.8 per cent of the 
national Income; in 1934, 4.5 per cent; 1935, 4.1 per 
cent; and in 1936, 4 per cent of the national income? 

A. It ranged from a high of 6.5 per cent 
in 1920 toa Low of 2.8 per cent in 1948, in this table. 

Q. But in that range of the depression 
period, the per cent of the national income represented 


by the Canadian Pacific Railway was almost identical in 
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the range from 1930 to 1938 as that in 1919? 

A. That was only possible, of cours, 

through very rigid control. 
Q. And, as a matter of fact,.it was some 
considerable time after the depression, was it not, 
Mr. Crump -- not after the depression, but it was 
some considerable time before the price of grain got 
pack to the 1899 level of 99 cents? 
A. Yes, from your viewpoint I think that 
is correct, and from my viewpoint it was some considerabl: 
time after that before the shareholders of the Canadian 
Pacific got any return, too. 

Q. How about the capital assets of the 
Canadian Pacific, Mr. Crump, during that period? How 
was the position of the Ganadian Pacific from 1897 
to 1939 in capital assets and total value? 

A. Well, I would say it would be considerable 

growth in that period. 

Q. Now, on page 14, Mr. Crump, the last 

complete paragraph: 

"The total value of cash and lands received 
py Canadian Pacific under the Crow's Nest 
Agreement amounted to some $5 million. This 
sum has been repaid many times over in rate 


reductions between 1897 and 1925..." 
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MR. SINCLAIR: There is a little more. 

MR, MAURO: Q. "When the government fixed by 
statute the level of grain rates." How many years 
from 1897 to 1925 did the Crow rate represent the 
effective rate for the movement of grain? 

A. With the exception of the period, as I 
recall, from 1903 to 1914. 

Q. Well, I suggest to you, Mr. Crump, that 
the Crow rate was in effect from 1899 to 1903, that 
pursuant to the Manitoba Agreement the C.P.R. volun- 
tarily reduced the rate to a lower than Crow level, 
and that this rate remained in force until 1918 when the 
rade went up, and that the Crow rate did not become 
effective until around 1922-232 

A. I would think that is correct, yes. 

Q. So that any compensation between the 
period of 1897 and 1925 that the western farmers re- 
ceived for the consideration under the Crow Agreement 
had to be represented by the years 1899 to 1903 and 
1923 to 1925? 

A. Yes. 

Q. So those are the approximate five years 
that you are referring to in the paragraph that repaid 
many times over, in rate reductions, what the C.P.R. 
received? 

A. I should think so. 

Q. I suggest to you, Mr. Crump, that, as a 
matter of fact, during all that period the C.P.R. was 
quite satisfied to move the grain at that rate? 

A. Well, they met a competitive rate at that 
time. 
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Q. And they were obtaining revenues; they 
were contributing net revenues to the C.P.R.? 

A. I would think so. 

Qe Certainly; and this was not any chari- 
table donation by the C.P.R. in rate reductions, because 
for the greater portion of that period you had to meet 
a competitive rate? 

A. There was no question of charitable do- 
nation at any point of this, as I understand the situa- 
tion. 

Q. And far from repaying it, I suggest that 
during that period the Manitoba Agreement rate would 
have been in there whether the Crow Agreement would have 
been signed or not? 

A. Because we were meeting a competitive 
situation. 

Q. Do you have any idea when the Crow rates 
became non=-compensatory? 

A. Not with preciseness, but I would think 
it would be about the end of the thirties or the be- 
ginning of the forties -- just about the start of the 
Second World War. 

Q. That would have been subsequent to Mr. 
Beatty's statement? 

A, When was Sir Edward Beatty's statement? 

Q. In 1938, I understand, he was quoted as 
making this statement: 

"Sir William Van Horne made an agreement 

with the Government for the Crow's Nest Pass 


rates. A great many people criticized that 
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because they said he only got $3,000,000-odd 
in the way of subsidies for building that line, 
and in consideration of that he made this 

very drastic reduction on grain rates, and 
certain other commodites westbound. I have 
always thought Sir William Van Horne was 100 
per cent right. He knew the geography of this 
country, he knew where our competition would 
come from, and he knew our only salvation in 
the markets overseas was low freight rates in 
Canada in view of our distances. I think he 
went into that with his eyes open and undoubted- 
ly made a good bargain. I think he made a 
good one both for the country and the railways. 
And that must have been the influence that 
actuated him in that matter," 

MR, SINCLAIR ; Where are you reading from? 

MR. MAURO: Volume 13, page 1765, a question 
by Mr. Dickson to Mr. Edsforth. 

THE WITNESS: And what is the question? 

MR. MAURO: Q. What do you think about the 
deal that Sir William Van Horne made? 

A, I think in the light of the conditions 
prevailing when Sir William Van Horne made the deal 
that probably he ws entirely justified in doing so. 

Q. And the government acted pursuant to 
the terms of the agreement and the payment of the sub- 
sidies and any other consideration that it had to 
give to the C.P.R. under that agreement -- the C.P.R.. 


received all it was to receive under the Crow Agreement? 


oor saw sien: maStoW ate aaa “a 
aiid to ydqsugosg edt weml eH . digit see's | 
biuow mobdeteghia tee eteme went det pttome: |” 
at sottdaviss Yao “tio wenn! on bess jee dda beta | 
et aotex togtort wot 58w ssearevo atediten anenctd ” | 
ai anitt I .aecorateth wo to wetv at sbsasd_ | 
-beddvobat bas meqo eaye att atiw saad 6tat dnew! s a 


s ehsm of sintit I .akegued boog 8 ebay eo Le 
-eyswilst ost bus extawyoo odd 102 dved suo hoog spas? | | rie a 
dent somsultat odd weed eved taum edd baA | é | 
| " wedtem add at mb betawdoaen ye | 
Smoxt anthees voy ets exedW “1 ATAIOUIS . Hit | 
eebibiens &® ,.@dyVl ogeq . ff onloW  1ORUAM AM were yp a 
ee ee ee 
footteerp sat ef tedw Bak :@8autiwW SHT den 
ent guods Mstds poy ob tsdW «2  iOGfUAM .M (iia = 
| Tebaem enroH meV mpi fiw «ale dad? Lseb Vic 
agotdétbaos edd to saigti edd ak antde? IGA ia 
Laeb odd sbam enrol asV matiftd «t@ medw gall teveng | “ 
RAS 


.o8 gntob at beltitert yleritas ear ed yldsdowg ved? | 
ot trevawg betvos tnemiprevog edd baA = 4p ys 


P i, 
4 ,, 4 
7 i 
j j 
3 ie nm 
9 


-dve end to daemyeq sit bas dnemeotgs ent to enrred eft 
od Ban st tant soitatebtence resito yas bas aetble 

A, 4.9 edd -- tremesmgs daa? vebas 4.9 ont 08 ev. 

S dremeestgA word itd taba orteswied new #2 Ltarbeve 


sei 


< ; OUSE & CO. LTD. ] . 
Se eNaite, ONTANID Crump, cr-ex 3905 
(Mauro 


A. That is correct. 

Q. And in 1938 even after this period where 
the C.P.R. now alleges it no longer became an agreement 
but a atatutory rate, Sir Edward Beatty in 1938, ;— 

some.thivbeen years after the Act of Parliament in 1925 
still says he thinks that Sir William Van Horne made a 
good deal then and it is still a good deal? | 

A. It may well be that in the light of 
conditions existing when Sir Edward Beatty made that 
statement, as of 1938, and having in mind we had a 
period of relative stbility from about 1935 to 1939, that 
that is so. However, commencing in 1939 -- the base 
year which has been changed several times by the TBS, 
as you know -- costs began to move upward, and my. 
opinion now is not that of Sir Edward in 1938 nor 
of Sir William Van Horne in 1899; but, in the light of 
the conditions at the time they spoke, it could well be 


true, 
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Qe At page 19, the first complete 


paragraph reads as follows: 


"For sometime substantial misunderstanding 
seems to have been created by the issue 

of the statutory grain rates and the 
position of Canadian Pacific in regard 

to these rates, Continuing controversy 

is not in the best interests of either 

the railways or the Western Grain 

Growers. The importance of putting an 

end to this controversy has been recognized 
by the appointment of the Commission 

and Canadian Pacific welcomes the interest 
of the Commission and its-s¢aff in the 
solution of the problem of the statutory 


rates on grain", 


I would like tc read to you a press report 
of November the 26th appearing in Free Press of that 
day of the statement by the acting Prime Minister, 
and I would then request your comments on certain 
parts of that paragraph. --- 

MR, SINCLAIR: I thought before we get 
in any further than this that my friend or some. 
of his confreres had made reference to this 
statement that was in the Winnipeg Free Press of 
September 17th and 18th, and the Commission made 
abundantly clear at that time through the statement 
of its chairman that the Commission were operating 


within ansepder-in-council and that they were not 
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doing other than they were directed to do by the 
Queen's representative and as it is stated or 
deliniated with great ability or precision in 
PoC. 1959 - 5774 If my friend wants to argue 
the meaning of the Prime Minister's statement in 
Hansard in relation to the order-in-council as a 
matter of interpretation, then I think I would be 
very glad to do so, but I don't think the witness 
is the man to interpret the language of the Prime 
Minister in regard to the order-in-council, which 
is the official decument governing the work of 
the Commission. But I would be very happy to do it, 
and I think that the witness would be quite prepared 
to let me handle that part of the matter on behalf 
of Canadian Pacific, 

THE CHAIRMAN: Is that your purpose, Mr, 
Mauro? 

MR.’ MAURO: To be perfectly clear, Mr. 
Chairman, what took place on September 17th was 
on the matter of interpretation of the terms of 
reference, and the Commission found that extraneous 
evidence as to what the terms of reference meant 
would not be received, This witness is being 
cross-examined. I can refer to everything, including 
the Plum Coulee Nugget, and ask him for his comments 
on it. He has put the terms of reference as 
including this controversy. I am not asking the 
witness to interpret any aews wébarts as to what 
the governor-in-council meant in the terms of 


reference; Iam simply asking him to comment --- 


eunits od atnsw basta? on os ; 
gt seiemaitetts atrotato.t emt’ att 0 aatasom 0 ie 


ti ob of yaqsd Yarsv sd bivow I sud 


oft gninas som ms I 


--- snowoo Od mtd gables ylqnte me Do pes. 
1 p : vy at ; sr 
4 : ie 


oid: @eoobeess oe ene: yond 


50 petete a ot as. ‘bain evisadaonc 
st nozeosta so yiintes: dong cite 


8 as Ltonwoo-mi-sebio ond od mokdslet mt basen ¥ 
ed biuow wots x nontt  notdadouqrednt to neddam my) | 
eeendtw add anidg F'aeb I ted oe ob oF bats qiev 7 
amis? edd te egsuansl ond tosquedat ot ret edt at 


dofniw .ffenwoo-ni- web to suid od busgea at ee 


to xow edd gatervevog tmemuoob [stoltTio odd at 
.o tee bamod eat 


susqerq stiup ad bilaow avond.tw edd decd ankdd I bas 
tiated no vetteam ort 40 sis tesid efbasd em tel ot 


,ottiesd asibens) to. | 


oM ,ovoqusa soy dads el +MAMATAHO aH? 


fours 


OM at cae! » ylsootveg od of 210HUAM AM 


aew (dT vedmetqe? so essiq aoot dadw .nemrrtedd 


to aused ead to sottedexqretmt to tedtsm edd) mo 


gyoensudme gadt bruwot solaaiomo)D ed? bas ,scone1sTtet 


ingem sonerster Io sames en? 


gited et enendt iw ata? sbevisoses od ton blyow 


gnibufont .aatddyssve of tetet meso I .bontmsxe-ge0T0 
etosmioo aid sol ahd ves bas «togaeh eolswod mld odd 


88 $Snmortetesx to smted ent gaq ea oH e3f £10 


a Low 


_ oe _ 
_ 


jactw od} es sonebive — 


oe ) 
sURtevortaoD etdt yatbulont 
deriv oF 38 adtoget ewwon uns texrquednt of seondtW r 


Yo antiet edd at Sussom Ltonweo~at-onnsvoa, it 


tes 


ra 
= 

ae 

; }o 
i, 


5 


a 
7 


_ 


* ANGUS, STONEHOUSE & CO. LTD. Crump, cr. ex, 3917 
TORONTO, ONTARIO (Mauro) 


THE CHAIRMAN: There is no harm in reading 
its 
MR, MAURO: The statement reads as follows: 


"It is, however, recognized by the 
government that there are serious 
inequities in the present freight rate 
structure which have both contributed to, 
and been ageravated by, the system of 


horizontal rate increases, --- 


MR, SINCLAIR: Who says this? 

MR. MAURO: The Acting Prime Minister, 

MR, SINCLAIR: This is what the Free Press 
says he says. 

MR, MAURO: You can rebut it, Mr. Sinclair, 
I haven't the Acting Prime Minister with me, so I 
prefaced my remarks by saying that this is a quotation 
from the Free Press report, 

MR. SINCLAIR: Surely Hansard is the place 
to go to, I would rather he go to Hansard, 

THE CHAIRMAN: It is a statement to the 
press, 

MR, MAURO: This was a statement to the 
press, 

MR, SINCLAIR: A Signed statement? 

MR, FRAWLEY: There is a mimeographed 
statement, because I have one, several copies, and 
if my friend puts it to us we will dig up Mr. 

Green's statement, 


MR, MAURO: "It is, however, recognized 
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aa by the government that there are serious 
inequities in the present freight rate 
structure which have both contributed to, 
and been aggravated by, the system of 
horizontal rate increases. The 


government ---" 


MR. SINCLAIR: Is my friend suggesting 
judgment against any positions in view of the order-in- 
council? I am objecting to the relevancy of it. 
in view of what the Commission has been asked to do 
in the order-in-council. Is he suggesting that 
the Acting Prime Minister is giving judgment? 

THE CHAIRMAN: We had better hear it. We 
have the order-in-council, and that is our bible, 
as far as we are concerned, 


MR, MAURO: I will start ag&in. 


"It is, however, recognized by the government 
that there are serious inequities in the 
present freight rate structure which is 
both contributed to, and been aggravated 
by, the system of horizontal rate increases, 
The government has already indicated its 
intention to move towards a solution of 
these problems, 

A study is being undertaken at once to 
work out measures to relieve against 
inequities in the freight rate structure 
including any that may be aggravated 


by the present increases", 
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He is referring to the 17 per cent case. 


"Steps are also being taken to set up 

a suitable pedy te, review the general 
field of railway problems and policy. 

This study will include not only a 
comprehensive consideration of the railway 
freight rate problem - including the 
situation of the long haul provinces 

in the west and in the Atlantic region - 
but also other specific problems which 
require solution if Canada's railways 

are to serve the national interest without 
prejudicing particular industries or 


areas," 


Now, were you familiar with that statement, 
Mr, Crump? 

A. I have no doubt I saw the press 
release at the time in the current press. 

Qe And I assume that the C.P.R. would be 
just as anxious in the context as this Commission to 
put an end to all controversies, all controversies 
that the Commission, by its terms of reference, 
feels it should investigate. 

A. We welcomed the appointment of the 
Commission to look at the railway problem in Canada 
and the terms of reference, 

Qe Because, certainly, Mr. Crump, whether 
right or wrong, you know that there is some very 


serious controversy between the Atlantic provinces ~ 
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and the western provinces in regard to the inequities 
that they deem to be in the freight rate structure, 
particularly horizontal rate increases, 

A. Well, I can say in answer to that, 
Mr. Mauro, that under the terms of reference, the 
order-in-council, the Canadian Pacific welcomed the 
opportunity of appearing before this Commission, 
and it will assist it in every way possible in 
arriving at a fair and equitable solution of this 
railway problem in Canada, 

Qe Well, that is, certainly, sir, the 
sort of spirit that I think can lead to a solution 
of these problems, and if, as you say, the C.P.R. 
will give their whole~hearted assistance in order 
that this comprehensive consideration of freight 
rate problems be assessed, then I think that the 
Commission can perhaps come up with some --- 

As We will do anything with it that is 
practicable to help the Commission. 

THE CHAIRMAN: I think, however, that 

one is too optimistic that we will end all 
controversy. 

MR, MAURO: Q. Someone stated, Mr. Crump, 
that the western Canadian farmer could only last 
those cold winters because of his continuing 
controversy with the C.P.R., the Winnipeg Grain 
Exchange and the Bank of Montreal. 

I want to thank you, Mr. Crump, for your 
assistance, 


THE CHATRMAN: Mr. Dickson? 
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Will you be some time, Mr. Dickson? 

MR. DICKSON: I would think half an hour, 
Mr, Chairman. 

THE CHAIRMAN: Now, I am very anxious, 
before Mr, Dickson goes on, about this motion. We 
have had this motion of Mr, Frawley's, supported by 
Mr. Mauro, on the record more or less since lant 
September, and we want before we get away to get 
the matter cleaned up once and for all one way or 
the other. Now, Mr. Mauro is leaving here at 4:00 
this afternoon, and we don't want to interfere with 
Mr. Crump's evidence to release judgment, but we 
could get it in early this afternoon, I think. 

MR. SINCLAIR: Possibly we could ask 
counsel on behalf of the other side what he has 
lined up and advise the Commission and ourselves as 
to how long, after talking to them, he thinks they 
are going to be, 

MR, FRAWLEY: All I can say is that I 
have no information at all. 

MR. DOHERTY: fe would be about twenty 
minutes, half-an-hour. 

THE CHAIRMAN: Mr, Frawley? 

MR. FRAWLEY: I would think perhaps half 
an hour. 

MR. SINCLAIR: It will be about two hours, 
and then there are some questions from the | 
Commission, It certainly looks that we would have 
to move right along, and this is give or take, 


and generally 'take',in my experience. It means the 
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whole day for Mr. Crump. 

THE CHAIRMAN: What I am thinking of are 
those motions, and we have had discussion on the 
record and off the record in connection with them, 

MR, SINCLAIR: Could I make a suggestion, 
sir, that we adjourn at the usual time of 12:00 
o'clock, we re-assemble at 1:45 and that we dispose 
of the motions in fifteen minutes, and people who 
want to speak to the motion -- nobody speaking 
longer than three minutes, and I think that would 
enable anybody who wants to put points before the 
Commission on these motions - if he can't do it 
in three minutes, well, I would suggest we put 
the red light on them as they do in some places, 

MR, FRAWLEY: All you are interested in 
is scrambling them, 

MR, SINCLAIR: No, I wouldn't agree 
with that. 

MR.FRAWLEY: I would rather withdraw the 
metion than be put under any restrictions such as 
that. 

THE CHAIRMAN: Then let's deal with the 
motion at the conclusion of Mr. Crump's evidence, 

MR, SINCLAIR: I am certainly sorry, sir, 
for Mr. Mauro in that situation, and I would 
certainly like to accommodate him, but we have 
Me. Crump in the box and I think we should complete 
his evidence, 

THE CHAIRMAN: Mr. Frawley, how long do 


you think it would take to discuss the motion? 
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Mr, Sinclair suggested fifteen minutes. Could it 
be done in half an hour? 

MR. FRAWLEY: It probably could be done 
in half an hour, 

THE CHAIRMAN: Well, let's come in at 
1:30 and discuss this, and then Mr, Crump can 
come on at 2:00. Would that be all right? 

MR. SINCLAIR: As far as I am concerned, 
yes. My confrere says, on behalf of the railways, 
yes. 

; THE CHAIRMAN: Then we will meet at 1:30 
for ey purpose of hearing the discussion of the 
argument on the motion, and then we will resume 
Mr, Crump's evidence at 2:00 o'clock, Is that 
agreed? 


- Me, Dickson? 
CROSS-EXAMINATION BY MR, DICKSON: 


Qe Mr. Crump, on page 2 of the memorandum 


there is a sentence reading: 


"Ror a period those .railways with a 
cohesive route pattern enjoyed relative 


prosperity." 


What railways are you talking about there? 
A. Such as the Canadian Pacific. 

Qe Any others? 

Ae At the moment, the Canadian Pacific, 
Qe You regard the Canadian Pacific 


as haring a cohesive route pattern? 
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A. At that time it did. 

Q. What about the present time? 

A. Within limits, yes. 

Q. And the Canadian National Railway, 
does it have a cohesive route pattern,too? 

A. Well, the Canadian National Railways 
came about through a different process of building 
than the Canadian Pacific; that there was an 
amalgamation of a great many different railroads, 
and I am quite sure they didn't have the cohesive 
route pattern that Canadian Pacific had, which was 
planned from the beginning. 

Qe Further down the page you speak of 
handling wartime traffic. There are no Yrigures 
given to indicate that that was profitable or not 
profitable, Could you tell me what the Canadian 
Pacific's average rate of return on net investments 
on railway property was during the war years? 

A. I haven't got it in my book, That 
could very readily be taken off, though, The 
return I have is post-war, 

Qe Was it profitable or was it a loss 
position? 

A. Well, the Canadian Pacific was not 
in a loss position. The volume was very, very high. 

Qe And the profits correspondingly high? 

As “Not unduly, but they were higher 
than has taken place since, 

Qe So that the Commission has the back- 


ground, during that particular period, the experience 
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of Canadian Pacific during that period, could you 
develop a figure on the average rate of return 
during the war years? 

MR. SINCLAIR: We have, of course, as you 
know, Mr. Chairman, a little difficulty in getting 
our base on account of certain judgments and we 
have to work back, but if my friend will accept 
that we make certain assumptions if we move back, we 
will give a figure, For what years? 

MR, DICKSON: Just the average rate of 
return on net investments during the war years, 

MR. SINCLAIR: 1939 to 1945? 

MR. DICKSON: Say 1940 to 1945, inclusive. 

Qe Further down the page you mention 
3 per cent or less for eight of these thirteen 
years, 4 per cent in one of these years. Are 
these before or after tax percentages? 

A. After tax, 

Q. The before tax earnings would be 
about double that? 

A. Depending upon the rate, 

Q. Applying 50 per cent tax rate, 

Wrc.. the revenues from non-rail investments are 
included, what would be the range of rates of 
return for the thirteen-year period? 

A. We haven't got that as such. 

Qe Could that be developed? 

MR. SINCLAIR: Once again, Mr, Chairman, 
we are in the problem of developing the base. In 


other words, what the question involves is the 
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rate of return on non-rail in the period under 
review. 

MR. DICKSON: For the thirteen-year 
period, 

MR, SINCLAIR: Would it be satisfactory to 
my friend and to the Commission if I took a look 
at it and then spoke to him about anything I had 
difficulty with? 

THE CHAIRMAN: I think so, 

MR, DICKSON: That is quite agreeable to 
me, Mr. Chairman, 

THE CHAIRMAN: What period? 

MR,! SINCLAIR: The thirteen-year period. 

MR. DICKSON: The thirteen-year period which 
is mentioned at the bottom of page 2. 

MR, SINCLAIR: We would prepare a statement 
and I would discuss it with my friend as to the 
element in the base before I filed it. 


(Page 3930 follows) 
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Qe Turning to the top of page 35 you 
indicate that the net investment of Canadian Pacific: 
in its rail transportation System has grown from 
$950 million at the end of 1946 to $1,440 million 
at the end of 1958, That is an increase of 
$498 million, To what extent was this provided 
by the introduction of outside capital, and to what 
extent was it provided from retained earnings? 

MR. SINCLAIR: That is source and 
application of funds that you are asking? 

MR, DICKSON: Yes, 

Qe. Have you a study on the source and 
application of funds? 

A. I have some figures here, In that 
period, 1947 to 1958, the borrowings amounted to 
$128 million, 

Qe And the balance came from retained 
earnings? 

Ae Retained earnings within the company. 

Qe Further in the same paragraph, Mr, 
Crump, you quote certain revenue ton-mile figures 
indicating 1956, 30.4 billion revenue ton miles; 
1958, 26.9 billion ton miles, and you gave also 
the 1950 figure, 

Those figures in fact fluctuate upwards 
and downwards broadly within the ten year period 
you mentioned, do they not? 

A. They do, and, of course, with the 
general economy of the country, 


Qe. Yes. But to take, say, the 1956 
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figure and compare it with the 1958 figure would 
perhaps not give the full picture unless one had 
the figures for the ten year period, Would that be 
correct? 

Ae That is the range within which they 
fluctuate. 

Qe Could we have the figures for the 
ten year period, Mr. Crump, for each of the last 
ten years? 

Ae I can read them into the record, 
if you wish. 

Qe If you would, sir? 

Ae This is ton-mile revenue freight: 

1946, 23.4 billion; 1947, 26.2 billion; 

1948, 25.2 billion; 1949, 24,2 billion; 

1950, 22.9-billion; 1951, 26.8 billion; 

1952, 28.9 billions; 1953, 27.4 billion; 

1954, 23.6 billion; 1955, 25,7 billion; 

1956; 30.4 billion; 1957, 27.2 billion; and 

+950, 26 billion, 800 million revenue ton 
miles, 26.8 billion. 

Q@. At the conclusion of that paragraph 
you state the financial position of the Canadian 
Pacific has deteriorated, 

Now, I am interested in knowing in what 
particular terms it has deteriorated, Let us 
deal, first of all, with the working capital at 
the end of 1958 compared with the working capital 
of the company at the end of 1957. Was there a 


decrease or an increase? 
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A. I have not gat that here, but 1958 
had decreased over 1957, I beliake. 

Qe Working capital? 

A. Yes. Well, here, perhaps I have 
that figure. 

Qe If I might just quote from your 
annual report, page 11 --- 

A. $82,197,000 --- 

Q That is right. 

A, --- in 1958, as compared to $63,900,000 
in 1957. 

Qe So your working capital position has 
improved during 1958 to the extent of $13,300,000 
odd dollars? 

Ae Yes, that is correct. 

Q@. Now, what about the change in total 
assets -- did that increase or decrease? _ 

Ae Increased, 

Qe By what extent? 

Ae Increased from 2 billion 552 hundred 
million to 2 billion 654 million. 

Q. An increase of over $100,000,000? 

Ae That is right. 

Qe What about the change in the 
shareholders! equity -- did that increase or decrease? 

Ae That increased approximately 20 
million. 

Qe And, in fact, the shareholders! equity 
during the past ten years has shown a steady 


increase from year to year; is that correct? 
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Ae That is right. 

Q. And in no year was the shareholder's | 
equity less dias --- | 

A. I have not checked it precisely, 
but generally the trend has been that, 

Q. When you say the financial position 
of Canadian Pacific has deteriorated, in what respect 
has it deteriorated? 

A. First of all, perhaps, the return 
on net investment, which is a criterion very commonly 
used, particularly with public utilities. 

Qe That is applying the public utility 
approach to it? 

A. That return on net investment has 
steadily decreased, Then, too, I have in mind 
net earnings, which have steadily decreased, And; 
or course, that rather elusive factor of our credit 
in the market. 

Q. How do you judge your credit in 
the market? Have you tested the market during 
the past year? 

Ae Not by an issuance of securities, 
but one of the many indications, of course, is 
the value of our common shares, 

Qe The market reaction to the ups and 
downs of your common shares --- the quote? 

A. Yes. Our bonds, our preference stocks, 
-- and there has not been any indication there that 
I could see that would cause me to change this 


statement. 
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Q. Of course, your bonds and preferred 
would fluctuate with changes in the overall interest. 
rate, would they not? I mean, with a fixed level 
of rate of bond, as the overall interest rate 
increased? 

A. It could fluctuate within that level 
of overall interest rates, but also reflects the 
confidence of the market in the company concerned, 

MR. DICKSON: Before going on to another 
question, you may want to have an adjournment? 

THE CHAIRMAN: I think we will adjourn 


now until 1:30 p.m. 


---LTuncheon adjournment. 
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---On resume at 1.30 p.m. 


THE CHAIRMAN: Now, Mr. Frawley, I think 
you are first. 

MR. FRAWLEY: Thank you, Mr. Chairman. I 
seem to have given all my copies of the motion itself 
away, Mr. Chairman. Thank you, Mr. Sinclair. 

Now, may I begin, sir, by pointing out that 
in the past we had made several submissions, both to 
Royal Commissions and to the Board of Transport Com- 
missioners with regard to what we thought were the 
inequities and the injustices and the discriminations 
in the Canadian freight rate structure. About that 
we had made submissions with respect to horizontal 
percentage increases, and we had succeeded very 
poorly. That is obvious, because notwithstanding 
everything that has been said about horizontal per- 
centage increases, that provision is still being 
followed by the Board. It was apparent as the years 
went by that there was more and more distortion coming 
into the freight rate structure, and we emphasized that 
strongly in the last case before the Transport Board, 
and we didn't succeed, we failed completely. The 
Board felt they were under a compulsion to grant an 
increase as requested. 

We went before the Cabinet, and the Cabinet 
felt that that freight rate increase had to be approved 
again because of the impending strike that was actually 
scheduled for the following Monday morning, and we 


sufficiently advised the Cabinet that they did two thing 
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-- because we metobefore the Board and the Cabinet -- 
namely, that there was serious imbalance and distortion 
of the Canadian freight rate structure, and that the 
imposition of freight rate increases had to stop. That 
was our argument, that it had to stop; that had to be 
taken out of the Canadian freight rate structure. 

Now, then, following that decision of the 
Cabinet to approve the increages -- and this leads me 
into this motion I am making today -- they said virtually 
and this is certainly paraphrasing what they said, you 
have convinced us that there is imbalance in the 
Canadian freight rate structure; you have convinced us 
that this horizontal increase method is bad, so we will 
do two things; we will set aside $20 million to ameliorat 
in part the condition that we see is so apparent in the 
structure, and we will limit that, the application of 
that, which supports what I am saying, and we will 
limit the application of the $20 million to two kinds 
of freight rates, just two kinds of freight rates 
in the whole structure, the class and the non-com- 
petitive commodity rates, Which, for ease of reference 
and not endeavouring to over-emphasize, but for con- 
venience, I realize that we can call it captive traffic 
to the railways. That is, traffic that would reap 
the benefit of the $20 million, and that is what they 
said was all that traffic that took the 17% increase 
the last first of December; that traffic and only that 
traffic will get the benefit of the $20 million subsidy, 
and the Board's Order set out that that transportation 
is limited and the benefit of that is to the class rates 
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and non-competitive and commodity rates, and the agreed 
charges and competitive rates, the charges. on: coal 
and related rates, none of them getting one cent of 
benefit from the money. 

| I am only emphasizing that because of the 
fact that I say -- at least it indicates that the 
Cabinet was convinced of the distortion in the Canadian 
freight rate structure. 

They said something else, that we also in 

addition to that short-run relief, we will set up a 
Commission ashidtr will have the broadest possible 
powers. Now, what the Cabinet was saying to my 
Province and to the other provinces of Canada is now 
you have a Commission with power to investigate all 
of these injustices that you complain of. We have 
also got a Commissibm with power to order the railways 
to furnish the tools with which you -- I emphasize that 
-~ with which you, the province, will be permitted to 
continue carrying on this struggle of yours to free 
yourself from the injustices in the Canadian freight 
rate structure. Lt nd: dbwiows that the Commission 
has power to do it. I am putting it to you gentlemen 
a little stronger; they said that you shall have the 
right to go to the Board. You must, of course, do 
it through the Board, but they said to us that you can 
go to the Board and ask the Board to use its powers 
to require the railways to furnish you and the Com- 
mission, of course, with the informatian that you need 
to make out this case that you have been asserting for 
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whatever success we gained at the time of the first 
Turgeon Commission, well, all I need to say is look 

at the imbalance of the Canadian freight rate structure 
today where 75 per cent of the increase has to be 

taken from 32 per cent of the traffic revenue. 

I do emphasize that because I do want to put 
it to this Commission strongly that the Commission was 
saying to us, the people of Canada, at least, the shipper 
of Canada, that have been complaining about the Canadian 
freight rate structure that you will not only have a 
Commission with powers to go into every nook and corner, 
every nook and corner of the Canadian freight rate 
structure, but that you have the powers to order the 
rallways -- if that is the only place you can get the 
information -- to furnish you with the tools with which 
to do this work you have to do. 

Now, sir, I am not a party; if there has 
been any delay I am not a party to that delay, nor is 
my friend Mr. Mauro, who is a subscriber to this Com- 
mission, nor is he a party or the cause of any delay. 

It is circumstances, and I am not pointing the finger 

at anyone, but as early as the organization meeting I 
asked for certain cost data and so did Mr. Mauro, in 

a more general Ways, that is true, and we didn't leave 

it there; that was followed up by conversations between 
me and my friend Mr. Sinclair and at one session -- as I 
have already put on the record -~ I expected to bring 
my consultants from Washington to confer with Mr, 
Sinclair as to the kind of data we needed. There 

was no doubt about our objective; it ws a thorough 
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cost study of the whole Canadian grain rate structure 
so that we could get at this imbalance in the freight 
rate structure and find out where it was, the nature 
of it, and then suggest a remedy. 

Now, that was unfortunate that that meeting 
which would have been held as early as November or 
December, didn't come to pass. Then, I had to write 
that letter which met with very indifferent success. 
Then we had the conference at the suggestion of the 
Commission, we had the conference with the railways and 
we brought our consultants uw, We had four consultants 
there, and the railways were there and the grain 
industries were there, and we discussed what we needed 
and there was no question about what we said we needed 
and why we needed it, because we wanted to cost the 
whole Canadian freight rate structure, not a piece 
here and a piece there, so that we would know the 
revenue contributions to overhead, because it is my 
basic assumption that by and large every freight rate 
in Cagada is returning fair out-of-pocket costs. There 
may be some exceptions, but in any event, by and large, 
freight rates are returning fair out-of-pocket costs, 
but a great many of them are not returning full eosts. 

Then, along came the Canadian Pacific Railway 

with their cost in connection with the Crow's Nest 
grain rates and then, gentlemen, the door was open to 
US. If it had not opened the door there was an 
invitation for us to ask for the cost study, because 
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of cost was the Grow's Nest grain rate, and I say that 
the people of Canada would have been completely un- 
satisfied from one corner of Canada to another, the 
people of Canada would have been unsatisfied if that 
was the only piece of traffic, important and all as it 
is to the railways, that was going to have a thorough 
searching cost study. | 

Now, it is because we felt -~ because the 
Province of Alberta, in any event, felt that we were 
going to have these powers opened to us, that we 
embarked upon the cost study; we expected to place 
before this Commission -- and I am making that very, 
very clear -- rightly or wrong, but confident in what 
the Cabinet had done in setting up this Commission and 
confident in the Terms of Reference they gave to you 
and confident that the Commission would do all that 
was right and proper, we embarked upon the course 
that we would make a series of specirie studies based 
upon the cost studies. 

So, we instructed consultants to do a state~ 
ment on the imbalance of the Canadian freight rate 
structure. That has gone by many names; you can call 
it cost of service versus value of service, and how 
soon, if at all, we can put the eostcof service 
into the Canadian freight rate structure ina more 
important place than it now occupies, or you could 
call it a distortion in the Canadian freight rate 
structure, and also the disproportionate contribution 
from the various segments of the Canadian freight 


rate structure, the disproportionate contribution to 
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overhead. 

Call it what you will, that was the kind of © 
study which the Province of Alberta instructed be done 
for it, feeling very confident that the material, the 
tools these consultants would need would be available. 

The same thing applies with horizontal ine 
creases; we retained a consultant and he immediately said 
"I have to have more’ information:than is published in 
Ottawa either by the Transport Board or by DBS," and, 
he indicated what he needed, and so that Sinkra will be 
no misunderstanding about that, Mr. Banks, with a view 
to being helpful, made a request to the railways and 
used the expression "Rail Form A" and he said, "Raile 
Form A will give Mr. Frawley's consultants the horizon- 
tal percentage increase on what he needs. " 

Now, I referred it to the consultants, and the 
consultants came right along with what Mr. Banks had 
ordered and said they thought that would be all right, 
and he put it in this language, and I might as well put 
this in the record as it bears out what I have said 
when I spoke about that particular part of my motion. 
This is my motion, not Mr. Mauro's motion, although he 


is supporting the principlesvof it. 


MR. SINCLAIR : We are not arguing that point. 

MR. FRAWLEY: I don't know whether I should 
get up twice; I don't mind getting up twice sift my 
friend Mr. Sinclair wants to separate it from the other 


matter. It is all part and parcel of what I am asking 


the Commission to order, and I would --- 


MR. SINCLAIR: The Commission is separating it 
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MR. FRAWLEY : I don't intend any separation. 

THE CHAIRMAN : Are you on the Rail Form A 
now? 

MR FRAWLEY: ‘J am not on Rail Form A, I am 
on the cost data that I need for the consultant that 
is going to prepare the statement for me on horizontal 
percentage increases. 

MR. SINCLAIR : That is not the written motion, 
net this motion. 

MR, FRAWLEY: No, that is not the written 
motion. If my friend thinks that I should separate 
all my remarks I will do it. IL just want a direction 
from the Commission and get on with what I have to say, 
and I was addressing myself to the whole approach to 
the whole matter, and it was all one approach to me. 

THE CHAIRMAN : Well, I think you have made it 
fairly clear, Mr. Frawley. I asked on behalf of the 
Commission that the motion be in writing, because we 
now have about four or five different motions and there 
is only one in writing, isn't there? 

MR, FRAWLEY: Yes, that is right, and then 
there is a letter I wrote, and in that letter I said 
that what we wanted was a Rail Form A for the purpose 
of enabling our consultants to segregate out the 
terminal costs and the train in terminal costs from 
on the road costs. 

THE CHAIRMAN ; Have you, since you last dis- 

Cussed this, any further information as to how long it 
Will take to make this study or get this Form A? 
MR. FRAWLEY: No; sir, but I said the other 
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day, getting back to Rail Form A, when I spoke the 

other day in the informal talk we had off the record . 
that I am not concerned whether that information about 
segregating terminal costs from on the road costs be 
done in the chapter on Rail Form A or not; fi made 

that clear and I want to repeat that, and it is because 
of that that I propose to read a few words from the 

end of the letter from the consultant himself as to 

vhat he wants by way of separating out om the road 

costs from the terminal costs. 

Now, that is not in the motion because that 
information is being required by the Province of 
Alberta, and for that reason it is not in the motion. 

THE CHAIRMAN ; Well, what is the information 
you require? 

MR, FRAWLEY: I am talking now of the infor- 
mation required to enable my consultant to prepare the 
statement on horizontal nercentage increases, and he 
says the following wording would be mtisfactory: 

"We respectfully request that a determination 
be made of the increase in total rail costs be- 
tween the year 1950 and the latest current 
year for which data is available, with these 
costs for each year divided into Costs Related 
to Length of Haul and Costs Unrelated to 
Length of Haul. The actual cost increase 
and percentage cost increase should be de- 
termined for all rail carriers under the 
jurisdiction of the Board of Transport Com- 


missioners, or for a sufficiently representative 
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portion thereof to be representative of all 
such carriers. We refer to I.C.C. Statements 
2-50 amd 5-56 which presented a breakdown of 
total railroad costs of Class I United States 
Rail Carriers into Costs Related to Length 
of Haul and Costs Unrelated to length of Haul 
between the years 1950 and 1956. The objective 
of these I.C.C. cost studies to determine the 
per cent of increase in terminal and on-the-road 
costs between the given years is identical with 
the objective of this request." 
New, that is all I want to say. 
THE CHAIRMAN: Have you any idea as to how 
Long it will take to get the information they require? 
MR. FRAWLEY: No, I have no idea of the 
amount of work involved. 
THE CHAIRMAN : Is it months or weeks? 
MR. FRAWLEY: If I could say days or weeks or 
months, but I can't say. 
THE CHAIRMAN : I can see how material it is. 


(Page 3947 follows) 
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MR. FRAWLEY: That is right, sir. But 
I certainly want to impress - the Commission may 
have a problem, but, speaking for the government 
of the Province of Alberta, we have a problem also, 
Sir, and that is what I am sent here to present 
to this Commission, The problem we have is that 
we do sincerely wish to attack the horizontal 
percentage increase question again, We have been 
doing it unsuccessfuly for fifteen years, and I 
am now instructed to make this final effort, I went 
out and sought a consultant; I inquired as to 
who had done any work on the subject, ZL found this 


man. iI am willing to place the services of this 
man before the Commission, but if I de not get the 
cost data I ean do nothing on the question of 
horizontal percentage increases, 

THE CHAIRMAN: I don't want to restrict 
you in any way, Mr. Frawley, but you have made your 
points clear now, and time is running out, 

MR, FRAWLEY: I vegard this question of 
cost data 50 important that my functions before the 
Commission from now on are going to be exceedingly 
limited, When you go to Alberta the Premier of 
Alberta will point out that, depending on the 
question of the cost data, the Government of Alberta 
Will present such and such submissions to the 
Commission, and without that cost data they will 
not have those submissions to present, 

Now, if the Commission should be convinced 


that it cannot make a proper report to the Governor~-in- 
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Council without a cost study, assuming that you do 
make such a direction, I desire to respectfully say — 
to the Commission that unless that cost data is 

made available to me and the person to whom I have 
spoken, then it will be of no value to anyone 

but the Commission, and, with great respect, it is 
inconceivable that the Commission would willingly 
and deliberately wish to deny to Alberta, which 


has the stake in the Canadian freight rate structure 


that is has, that information. We are willing 

to spend money to bring these submissions before you, 
and we cannot do it without a cost study, and I 

most respectfully urge upon the Commission that 

the cost study should, by whatever mechanics it is 
made, be made and the results of the cost study 

be made available to my consultants, 

THE CHAIRMAN : Mr. Mauro? 

MR. MAURO: Speaking on the motion, I 
think that a considerable amount has already been 
placed on the record from the organizational meeting 
to this date, As this Commission very well knows, 
there was the: feeling among those provinces who had 
taken a very major role in freight rate hearings 
since the end of the Second World War that when 
this Commission was established and the terms of 
reference published the matter of inequities in 
the freight rate structure were to be the major 
consideration, and so much was this the thinking 
of those provinces who had participated in these 


hearings that we came down to Ottawa for the 
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1 
y organizational meeting prepared and to argue that 
3 the grain rates were not for the consideration of 


4 this Commission, and the Commission thought 


otherwise, and we then prepared ourselves for not 


5 

; only those inequities but the inequities which the 
Canadian National and the Canadian Pacific said were 

: the great inequities, 

: There has been some talk recently that 

9 the provinces have changed their position, that they 

10 seek one thing at one time and another thing at 

11 another time, I want to make it very clear that 


12 the position of the Province of Manitoba has not 


13 changed from the date of the organizational meeting 


14 to date. 
On page 41 of the volume of the organizational 
. meeting I was speaking about Manitoba's approach to 
: this position and stated: 
17 
18 "We will want to investigate various 
other rates in the Dominion of Canada. 
- My learned friend Mr. Sinclair suggested 
that a cost study had been made on the 
- Crow's Nest Pass rates. I now want 
22 to give notice to my learned friend 
23 that insofar as the Province of Manitoba 
24 is concerned, we are going to strongly 
95 submit to this Commission that the 
26 Commission should not leak’ as the Crow's 
Nest rate as an inequitable rate without 
ol looking at any other rates, because if 
nig we are going to start costing these rates 
29 
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we want to take a look at the general 
transportation picture as it affects 
the C.P.R. and find out where those 


burdens are," ; 


At page 116, after that conference that 
we had the Chairman the next day asked: 


"Did you take part in this conference?" 
L replied: 


"Yes, I did, Mr, Chairman, and I want 
to reiterate my feeling of concern 

over a change in the atmosphere that 
might enter into this Commission's 
hearings from yesterday. I want to 
underscore what I said yesterday, Mr, 
Chairman and Commissioners, on behalf 
of the Province of Manitoba, that we 

do approach this Commission's hearings, 
to repeat the words of the Chairman, 
with a feeling of cooperation, and with 
an intent that the results of the 

Commi son will benefit the whole of 
Canada and not one particular section, 
We have done some little work in the 
Province of Manitoba in the preparation, 
but we felt it would be completely 
impossible to constructively assist this 
Commission without fairly detailed 


information as to this question of burden 
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and the national economic policy." 
And one final quotation from page 118: 


Mr, Chairman, I want to make that clear, 
that I was under no misapprehension 
that this Commission was acceding to 
the submission of Mr, Sinclair as to 
the limits of its investigative powers. 
What I am suggesting, Mr. Chairman - 
and perhaps I may be forgiven for this 
thought - is that perhaps the Commission 
was not aware of what was needed from 
a procedural standpoint in order to 
facilitate the work of the provinces 
in preparing our case, I am only 
presenting this evidence for what it 
is worth to support our contention that 
there are other fields that might 
require investigation; that if we are 
to determine burdens then we must look 


at the whole freight rate structure," 


That was the position of the Province of 
Manitoba on the 17th and 18th of September, and it 
continues to be the position of the Province of 
Manitoba. Subsequent to those meetings we sought: 
to do what we thought to be in the best interests 
of the Commission; we retained experts in the 
United States, and they confirmed our initial 
feeling, that without fairly detailed informtion 
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as to the burdens and contributions to revenues 
our position would be greatly handicapped, | 

On February 8th you will be in Winnipeg 
and you will hear a general outline of Manitoba's 
approach to the terms of reference presently before 
this Commission, I can tell you now that while 
we can point out certain areas where we feel 
investigation will be necessary, we can go no further 
without additional information. I think the 
questions that have to be answered by this Commission 
in regard to this motion are, firstly: can the 
railways present the information? And the next 
question is: Should they be compelled to give this 
information? 

I was very impressed by Mr. Crump's 
testimony this morning that there is a matter of 
controversy in Canada concerning these freight 
rate problems, and you, Mr. Chairman, and Mr. 
Commission Mann, have participated too long a time 
to need any words of mine to assure you that there 
is a very marked controversy concerning this freight 
rate structure in Canada, I think there can be 
very little doubt that the railways have it within 
their means to prepare the information, and the 
decision rests with this Commission and this Commission 
alone as to whether or not they should be required 
to so present this information. 

I want to underscore again that the 
interests of the Province of Manitoba are to assist 


this Commission. If the Commission feels that it 
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is not necessary under the terms of reference, then 
the matter is closed, We strongly recommend, sir, 
that the motion be granted, that the information be 
made available. 

THE CHAIRMAN: Mr, Doherty? 

MR. DOHERTY: Mr, Chairman, Commissioners, 
I think there is nothing that I ean usefully add 
to the very able argument put to you by Mr. Frawley 
and Mr, Mauro's support of the motion. I would 
like to say, however, that we do not regard this 
Commission as one to look only into the isolated 
situations of the Crow's Nest Pass rates, and we 
have been assured that this will not be the case, 

I am sure that if the Commission looks into all 

the matters, the information required by Mr, Frawley 
and Me, Mauro is required, and I would ask that 
these studies be undertaken, that they be undertaken 
by the Commission, and that as a result of the 
investigation these studies be made available to 

US. 

THE CHAIRMAN: Mr, Dickson? 

MR. DICKSON: Mr. Chairman, Mr. Wood has 
asked me to speak also on his behalf on this motion, 
which I think is a most important one; and the 
comments which I am going to make are perhaps a 
Little more general. 

In general, I would say that we support the 
motion which has been made by Mr. Frawley and Mr. 
Mauro with one or two reservations, and in speaking 


to this motion I speak, and I think the others who 
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have spoken do so also, in ignorance of any studies 
which the Commission may have undertaken on its own 
“Eailtiative and which you, as a Commission, may 
presently have underway. 

Now, we have heard and welcomed the 
assurance given by the Commission on several occasions 
during the course of these hearings that the work 
of the Commission was not going to be confined to 
& study of the grain rates, it does seem to us 
that the trend of events which led to the establishmat 
of the Commission and, indeed, the very language of 
the empowering order clearly indicate that it was 
not the intention of the Government that your 
Commission should devote itself exclusively or even 
mainly to Crow's Nest Pass rates. The terms of 
reference of your Commission are in the broadest 
terms ¢ 

"Po enquire into and report upon the 
problems relating to railway transportation 
in Canada and the causes thereof and to 


recommend selutions thereto," 


We would submit that the railways, by the 
very nature of the case which they have to date 
presented to your Commission, and by the nature and 
magnitude of the relief they are demanding, have 
made it imperative that there be instituted the 
broadest study of the position, financial and 
otherwise, of both railways. 


The proposals advanced by the railways 
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envisage an annual charge to the pulliic Treasury of 
Canada amounting to some $63 million per year. 
I do not intend to debate at this time whether such 
huge annual payments is a subsidy to the farmers or 
to the railways or both, Suffice it to say that 
if the railways! submission to date prevails, the 
public Treasury each year will be some $63 million 
poorer, through actual cash payments to the railways 
or through tax relief granted to the railways. And 
this at a time when government monetary and fiscal 
policy is actively and properly directed towards 
containing inflationary trends within this country. 
Surely the right of the railways to 
payments from the Treasury of Canada is not to be 
determined, as the railways appear to seek, on 
a study in detail of the movement of cost of one 
commodity only - in fact, movement of part of 
one commodity, as the railways! study relates to 
export grain and ignores movement and revenue from 
grain moving at domestic rates, The railways have 
not yet established that grain movements at statutory 
rates are non-compensatory. Even if established, 
we respectfully submit that it will be the function 
of your Commission before recommending a solution 
such as the railways suggest, or any other solution, 
to examine carefully all segments of railway traffic, 
to determine the contribution of other segments te. 
variable and constant costs, to look at profitable 
movements as well as the unprofitable and to look 


earefully at the overall financial position of both 
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. rallways, both a% present and projected, 


Before determining whether any subsidy : 
is nseded, and, equally important, the amount thereof, 
the Commissicn should, in cour view, examine fully 
the losses being sustained on passenger services 
and upon any otaer unprofitable service, If any 
Subsidies are required by the railways additional 
to those which they are presently receiving, they 
should, we submit, be related to all unprofitable 
movements and unprofitable services, Some of those 
services, though unprofitable, may be necessary 
in the public interest, It is submitted that 
before the Commission and others can assess the 
factors I have mentioned or the .dnequities which 
exist, and thelr extent, there must, it appears to 
us, be furnished to the Commission, by some means 
or ether, detailed information of the nature 


outlined in the present application, 
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As I have previously advised the Commission, 
my clients decided not to engage transportation experts, 
for the reason that certain other parties appearing 
before the Commission, including the Provinces of 
Manitoba and Alberta, had already retained experts of 
the highest calibre. It seemed to us that the presence 
of further transportation experts engaged by us would 
only entail a duplication of effort whilst not being 
myself able to comment on the precise form which any 
broad study of the nature proposed to take, I am 
content to be guided by the views of these skilled and 
experienced persons who have been advising Messrs. 
Frawley and Mauro and by those advising the Gommission. 

If the Commission, after consideration of 
the views of all such experts, feel that a burden 
study is the means by which the Commission can best 
subject our freight rate structure to an overall, 
searching inquiry, that in our view is the study the 
Commission should have, 

And having said that, I must add that my 
Glients in instructing me to appear before the Commis- 
Sion did so in no spirit of ill-will towards the rail- 
ways. They, through me, are here to try to assist the 
Commission in finding answers to the many problems 
which confront it. My clients are sensible of the 
keen competition which the railways must meet. They 
do not want to recommend any action which might 
embarrass the railways by forcing them to make a public 
disclosure of cost figures or other material which 


could be used by competitors to the disadvantage of the 
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railways. For this reason, I would respectfully sug-~ 
gest that the Commission itself in consultation with 
its experts should be the arbiter of the extent to 
which the material disclosed by the study should be 
made public. | 

Concluding, it is appreciated that the cost 
of this study will not be inconsiderable and that its 
execution may require the employment of a number of 
skilled personnel. The railways are asking for a 
subsidy of some $63 million a year. If the subsidy 
were to endure for twenty years it would cost the 
publi¢ treasury over a billion dollars. It is under- 
stood that neither the railways nor the provinces 
are willing to bear the cost of the study. Even 
though this is the case it is felt that in the light 
of the magnitude of the railway demands the study is 
of such vital importance that considerations of cost 
should not be allowed to sway the decision as to 
whether or not the study is undertaken. 

Le necessary the Commission should, it is 
respectfully suggested, seek to have the government 
meet the cost of the study. It is further appreciated 
that the completion of the study may absorb a period of 
time but possibly not as Z0ng as the railways fear. 

Whilst a speedy determination of the impor- 
tant question under review is in the interests of all 
parties Be EES before the Commission and indeed 
all the citizens of Canada, it is felt that some delay 
in the publication of the Commission's report would 


be more than justified by the value to the Commission 
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2|| and through them to the citizens and taxpayers of Canada. 
a of the material which it is contemplated will be dis- 
4| ¢ilosed by the study. 


For these reasons, Mr. Chairman and members 


; of the Commission, subject to the reservation which I 
. have mentioned, we support the motion. 

: THE CHAIRMAN : Mr. Blair? 

MR. BLAIR: Mr. Sit ween jaubaing on behalf 
9 


of the Province of British Columbia, I would like to 
10| make several comments on this motion. 
11 The first is that, in general, we support the 


12|| motion, subject to some reservations which I shall express. 


13 The Province of British Columbia itself is 

14 satisfied that the cost data which the railways have 

‘ already agreed to give to it, in so far as the pre- 
paration of the province's own brief and own submission 
os to the Commission is concerned. We believe that if 
17 


the Commission comes to the conclusion, as we think it 
18] will, that some cost data is necessary to study the 
19|| problem of horizontal increases, then it should direct 
90|| that such data be made available to it within reason, 


having regard to the time factors involved. 


21 

” We also believe that the Commission will come 
inevitably to the conclusion that it will be impossible 

i to assess the question of undue burden on non-com- 

i petitive rates unless cost data is made available to 

25 


it of the type which was submitted by the railways in 
26 support of their contention regarding the Crow's Nest 
27|| rates. 


28 But, again, we are prepared to leave it to 
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the good judgment of the Commission aided perhaps to 
the extent possible by the cooperation of the parties 
to put what limitation may be judged necessary so 
that these inquiries can be held within reasonable 
bounds. 

THE CHATRMAN : Mr. Sinclair? . 

MR SINCLAIR: Well, my confrere Mr. 
McDonald will start. I do note my. friends have’ taken 
thirty-five minutes, and I must say to the Commission 
that that I think that this was rather unfair to the 
witness who was in the box, in view of the cooperation 
he has extended up to now. 

MR. McDONALD; Me. Chairman, I would like 
to deal first with Mr. Frawley's letters, one to myself 
and one to Mr. Sinclair, dated January 18, 1960, when 
he requested the railways to furnish a copy of Rail 
Form A for System Freight Operations for the years 
1950 and 1958. | 

From his remarks today, I am not sure 
whether or not he is still pressing that request, 
or has he withdrawn it? 

MR, FRAWLEY : L am not pressing for 
Rail Form A, but I am pressing for the information 
Which, if my friend will continue reading from my 
letter, will indicate why we wanted Rail Form A as a 
means to get the information which will separate out 
terminal costs and on the road costs. That is the 
objective, 

"MR. McDONALD: Well, I will read the rest 
er ic. To segregate costs which are related to 
length of haul from those unrelated to length of haul. 
Is that it? 
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MR, FRAWLEY : Yes, that is what I want. 

MR. McDONALD: You do not want the Rail Form 
A? 

| MR, FRAWLEY: Not if there is some other way 
of getting it. | 

THE CHAIRMAN : You do not want the Rail Form 
A if you could get the information that it will give 
you? 

MR. FRAWLEY: That is right. 

MR. Mc DONALD : He still wants the information 
without the Rail Form A, so it is practically the same 
thing. 

I would like to say something about that. 
This is the years 1950 and 1958. In the first place, 
he wants to segregate terminal costs from on the road 
costs. The way our accounts are set up, those are 
not Sekt ad. We would have to start out to do 
that way back in the accounts, and we would be a long 
time doing it. 

If you go back to 1950 and 1958 ~-- we said 
in the first place it would be impossible to fill out 
Rail Form A. We have not got the data. You would 
have to go back there to the time tickets for every 
man who worked on this and segregate it, because in 
that day it was not put into the accounts, We do not 
know whether he was working in the terminal or on the 
line. You would have to go back to the original 
Sheets -- millions of them -- and figure it out. 

If you were starting today and going ahead, 


you would start a system of segregating these things 
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and keeping separate accounts, which would take a year, 
and.cost a lot of money, and we do not think it is 
necessary. 

In the American accounts in the United 
States for ICC purposes these accounts are segregated 
and they have the data. We do not have it. LO i168 
in your original bookkeeping -- your original entries. 
We have not got them, and we cannot chew: and I am 
advised by our people that it would be impossible to 
complete this Rail Form either in the regular way or 
in a modified way. 

I got a copy of it, and it is the greatest 
puzzle I have ever seen. I do not know anything 
about accounting myself, but there is one here on 
the table. I loaned it to Commissioner Mann to see 
if he could figure it out, but I do not know how he 
got along. 

| We have neither the basic data nor the 
original studies available. You have to have studies 
available for this thing, too. Furthermore, there 
are so many assumptions that have to be made that the 
result would be useless. This I am adyised by our 
officers, and, as I said before the American accounts 
classify separately the maintenance expense between 
way and terminal expenditures. There is no such 
separation under the Canadian accounts. One of the 
major changes in the Canadian accounts in 1955 was in 
the handling of depreciation which was switched from 
&@ replacement type of depreciation accounting to one 


of straight line depreciation on investment. 
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Rail Form A is designed to handle replacement 
type depreciation which was used by the railways in 1950 
but was not used in the new system of accounting for 
1958, so it would be impossible to take our accounts 
and nies 1950 and 1958. They have been changed 


in the meantime, 
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Underlying rail form "A" are special 
studies, many of them of an engineering nature, 

The results of the studies in American railways have 
been incorporated in rail form "A" but cannot without 
werious error be used on the Canadian railways 
except after a thorough check of the applicability 
thereof to Canadian conditions in regard to material 
and labour costs. You can't just adopt these 
studies of the United States; labour costs and 
material costs are different. These would have to 
be checked, and the necessary changes made, These 
studies will take many months » if not years. When 
completed they will be of little use to Canadian 
National management, An example of these studies 
is the LéC.Ly studies carried out over a period of 
several years in the United States, and these would 
be necessary to complete rail form "A", 

The railways do not agree with the methods 
used in rail form "A" to separate rail and passenger 
expenditures, One of the chief reasons for the 
use of multiple regression in the grain study has 
been to avoid the use of arbitrary separation of 
passenger and freight expenses. The committee on 
railways does not agree with the conception of 
using average cost in estimating the cost of 
various movements to the extent they are used in 
rail form "A", We do not agree with the concept 
of including passenger deficit as part of the cost 
of freight operations, as done in rail form "A". 


That was not included in the Crow's Nest study. 
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We feel that the final reswits of completing 
rail form "A" are useless for internal management 
purposes and would be extremely misleading, not 
only to the Commission, but to shippers and rate 
experts who might try to use such results in costing 
their own shipments, To have misleading and, 
in our opinion, incorrect cost information publicly 
available would only compound the situation. 

We say we haven't got the data; we haven't 
got the engineering studies. We figured out they 
would be useless when we got it, and it certainly 
does not justify the expense and the time, 

That is all I have to say, that whether it 
is rail form "A" or the same information contained 
in it, my argument applies. 

THE CHAIRMAN: I understood from Mr, 
Sinclair earlier that there were questions of giving 
costs in relation to your competitors? 

MR. MCDONALD: Yes. 

THE CHAIRMAN: And you suggest that might 
be incorrect costing? 

MR, MCDONALD: Yes, this would be incorrect 
costing. 

THE CHAIRMAN: Would you object to correct 
costing being given? 

MR, MCDONALD: Oh; yes; that is one of 
our trade secrets. 

THE CHAIRMAN: You mentioned "incorrect", 

MR, MCDONALD: Well, if you had this rail 


form "A", it would be incorrect, 
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THE CHAIRMAN: You would not want any 
costing? 

MR,’ MCDONALD: That is right. 

THE CHAIRMAN: I am sorry that we have 
to go beyond 2:00 o'clock, but this has been hanging 
fire nme September, and I think it should be dealt 
with. 

MR. SINCLAIR: I will be. very short. This 
motion is an outgrowth of a fishing expedition 
first started by a letter that is on record, Mr. 
Frawley has made this abundantly clear on a number 


of occasions, He says> 


"We have tried for years to do something, 
We now want some information so we can 
try to do the same thing in some other 
way. We don't know how, but we think 


this information will give us some basis." 


Now, I want to deal specifically with 
the written motion, the one that is dated Ottawa, 
the 15th day of January, 1960. It asks fa@ two 
things: cost data by commodity groups; that is 
the first thing. The second thing is "at the 
expense of the railways." Why does he want it? 
And he speaks on behalf of the provinces, and Mr. 
Mauro made it clear. 

THE CHAIRMAN: “Either by the railways 
or by the Commission", 

MR. SINCLAIR: Very well, Mr, Chairman; 


I am sorry, he has got an aiternative: "either by 
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the railways or by the Commission", but not by 
the people asking for it. 

He made very clear why he wanted it. He 
wanted a cost study of the whole Canadian freight 
rate structure to get at the imbalance - and I am 
quoting from my note, and my friend will forgive 
me if I do not use the right words- why does he 
want it? He says, because he agreed traffic 
generally - leaving aside this question of statutory 
rated traffic - meets its variable cost but not 
its full cost. "Much traffic not bearing full cost" 
is my note, Then he said that imbalance in the 
freight rate structure means cost of service versus 
value of service. He then said distortions mean 
varying contributions to overhead, 

This, then, makes things clear: what 
my friend is arguing is for a new type of price- 
making on the railways. That is clear, That is why 
he needs the information, and for no other reason, 

Mr. Chairman and members of the Commission, 
distribution of costs by commodities cannot be the 
basis of freight rate levels without ignoring one 
of the greatest principles in pricing, namely, 
differential, which is fundamental to our pricing 
structure under our economy, and is basic to 
railway rate making. 


My friend is saying, 


"T need this information to have completely 


cost oriented pricing in railways." 
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That is not what the railways, or any other part 

of the economy, prices on, They price on 
differentials. Differential pricing is basic 

to our economy. We are not a regimented economy, 
and I hope we never will be. This applies to 
public utilities, gas, electric, telephone, 
railways and all other parts of the economy. That 
is the first point. 

Then, my friend says - and I say in answer 
to my friend, misguided though I may be in taking 
this position, that I think the economy as applied 
to the railways should be the same as applied to 
other parts of the economy, I may be misguided 
in that. He may be right, but if he is right, he 
does not not need the data for which he asks to 
make his argument. He can argue :the concept of. cost | 
of service versus the value of service, and the 
abolition of it without needing the data he has 
asked for here, waten would cost tremendous amounts 
of time and money to secure, 

I now come to my second point. What this 
does is develop averages - that is all; a mixture ¢ 
of high and low density line costs, all through the’ 
way train costs, in different proportions of 
commodities within a group of empty return haul, 
of differences with regard to different types of 
traffic in regard to terminal switching. This 
averages them all out and prevents any proper 
weighting of the various cost factors referable 


to the type of traffic and the way and direction on 
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the line it is moving. This is not new. In the 
class rate investigation in 1939 in the United States, 
where all this - pardon me for saying so - nonsense 
about burden studies originated, Commissioner Porter 
who was dissentient had this to say - and I copied 
this from page 285 of the mimeographed report of 

the decision because I had nothing else available: 
after castigating this concept of average costing, 


he said: 


"T do not mean to say that it is 

not the best that can be produced at 
this stage of the science of cost 
finding, but I do mean to say that 

it is so full of estimates and 
assumptions that even if it purported 
to show the cost of transporting 

class rated traffic, which it does not 
do, it would be unsafe to base the 
prescription of class rates or class 


rate relations upon it". 


Now, Mr. Chairman and members of the 
Commission, if you are going to get information by 
virtue of the data requested, and you know before 
you get it that it is no good for rate making, 
that it is no good for dealing with individual 
commodities, that it is no good for determining 
with any degree of accuracy what the erfectivve 
freight rates are, but because somebody got the 


idea, based upon bureaucracy, to ask the railways 
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to come forth with a lot of data - which they did 
in 1939, and to certain people it served some 
purposes ~- average costing requires the greatest 
skill and knowledge to apply. It requires day to 
day adjustment and feel. This information is not 
information that can be put in the hands of anyone 
who has not got a day to day feel of it. It can be used 
as a very broad measure and nothing else, and it is 
not the best information available. There are 
ther guides, other bench marks, equally available 
today,without all this expenditure, to give the 
necessary feel to those experienced people to teil 
them when it is necessary to do specific costing. 
All it is is a guide or a bench mark, and not a 
very good one, What is proposed to be developed by 
the motion is average cest for average traffic 
under average conditions. 

Now, Mr. Chairman and members of the 
Commission, when we just think of the multitude of 

variance in railway traffic. and in railway 

operations,to say that you are going to go and 
expend theusands and thousands of dollars to give 
you a figure that is going to give you average costs 
for average traffic under average conditions, I think 
that disposes of the usefulness of the data requested 
in just that way. We are dealing with the whole 
range of railway operations, | 

Let me just give you, if I may, a few 
notes I put down as to where the averages would knock 


this out of kilter. First, fuel and crew wages 
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vary considerably between through and way train 
operations, and the average way train on each train 
run by direction, : Therefore, the average 


does not give any weight to that, 
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Secondly, use of average costing 
requires the use of system or regional empty 
return ratios, making it impossible to apply the 
empty return ratio by direction and by type of 
equipment. 

Thirdly, the use of averaging procedure 
makes it impossible to obtain the specific routing 
of the traffic 

Fourthly, averaging requires use of system 
average switching times or regional average switching 
times. 

.BFifthly, use of averaging procedure makes 
it impossible to assign the costs of facilities which 
are solely related to any category of traffic and 
results in understatement of the cost of traffic 
which possesses solely related facilities and over- 
statement of the cost of all other traffic. 

Now, I put that last for a specific reason 
because it has been proved in evidence here that 
there are some 3,000 miles in Canadian Pacific 
solely related to grain, and in polietgan to that 
and the statement that I have made, I point that up 
particularly as to why average costing on Canadian 
Pacific is bound to be worse than it could be on 
other railroads which do not have a traffic pattern 
and a distribution such as Canadian Pacific. 

‘Now, I will not say anything more than 
that. I do think that it is a needless expense. 
Canadian Pacific certainly wishes to assist the 


Commission, and if we thought that these studies 
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would be of benefit to management we would have 
undertaken them. The fact that we have not undertaken 
them is of some consequence , and I ask the 

Commission to do this: the Board of Transport 
Commissioners have had discussions with the railways 
concerning the supplying of some of this data that 

has been running riot down in the United States. 

In this conference not only was the 
railway's voice sought out, but the voice of shippers, 
and it was the determination as far as I know that 
this data wouldn't be requested of the railways such 
as this broad scope data that was used in the United 
States, and I will give you one specific example 
that the Commission can check. I must speak from 
memory © this. | 

* -In the United States on the basis of these 
average costings in official territory, it 
appeared that sand and gravel was a deficit traffic, 
it wasn't meeting its costs by a substantial sum. 

Now » the, railways seeing this and being 
urged on by certain people placed it on the docket 
to increase the sand and gravel rate. Interested 
parties appeared and said that average costing on 
sand and gravel is ridiculous; we are shippers, 
we say that that is wrong, if you individually cost 
our traffic you will find. that it is profitable 
to the railways, and there was this costing on sand 
and gravel traffic, which was the source of this 
complaint. Now, they found that the costing 


handled was so far out that what looked like a 
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deficit was in fact 2 profit, and the idea of 
increasing the rates was dropped, and the only 
thing that was done was that they increased the 
minimum to get a little better utilization of the 
equipment. 
Now, that can be checked by the Commission 

because this has only been in fairly recent times. 

| Now, Mr. Chairman, I will give you one 
as an example as to the way shippers operate. There 
is a situation in the United States in which the 
cost commission staff, recognizing the deficiencies 
of certain of their procedures, modified them to 
costing the movement of one segment of traffic. The 
industry involved, recognizing that the modificiation 
will realistically reflect the cost of the traffic 


involved, said, 


"Oh no, don't do that, use your general 
averages because on our general averages 
we show that we are meeting the rate 


we should have." 
The Commission then were faced with the shipper saying, 


"Don't individually cost our traffic, 
because I like to use your published data 
to indicate to everybody that I am 

doing all right.” 


Now, Mr. Chairman, if it is wanted to be 
known, generally speaking, what type of traffic 


is meeting its variable cost and what is not, then 
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you can do it on the data available on Canadian 
Pacific with some considerable work » put within 
a reasonable length of time on the nga or six data 
groups that I have mentioned at other times; namely, 
products of mines, products of forrests , products 
of agriculture and miscellaneous products and 
statutory grain. 

Now, IL say that the basic data is there 
for these broad general groups, -but the basic data 
is not available for any 264 different groups, but 
on these broad ones it is available and Canadian 
Pacific can do that; it will take some weeks, but 
they can do it. 

It is, however, subject to very great 
disabilities, but it does give a proad sweep and 
it doesn't produce information that is of any 
advantage to our competitors, but individual costing 
information does, and 264 different group classifications 
also would give information of value to our 
competitors. 

Now, the other point I wish to make again, 
and this has to do with Mr. Blair; he says he 
wants to know if there is an undue burden on 
uncompetitive traffic. Again this goes back to the 
same point, undue burden on the most disproportionate 
contribution differential, pricing. . 

Of course, the railways are asking for 
subsidies, said Mr. Dickson and we, of courses say 
we are not asking for a subsidy, and I hope that 


is not going to bother anybody to have us disagree 


7 ee | 
Th i 
& s 


j co yt NY R ¥ ai ss Pay Peni an eee: 


et as eo Yo imams inca tae 


sind. obend 909 tg shen inn enamel 
Jad ,eqvorg daoneRTte 
askbsisd bos efdelhevs af 32 aeso bsord enedd so. 
Jud ,enleow esos soled Litw tt  ydadt ob. ago, otttosd 
| «tt ob aso yodt 

sexy Trev of dost, die eae eared sth OE: cc duies 
bas qoowe beowd & ovis eeob tt dud .setdtitdsatp 
yas to at deid oottemoiak sexbowg J'smeob tt 
anigao® Lawbivibel tud ,.aseditequos awe ot exainevbe 


hottaot teas to Gory te TsT kb Has bes .290b noldamrotat 


avo ot sutav to aohtemrvo%nt evig biuow oats 
— s Btod EGegmos 

.1feg8 saism oy detw I tateq tedvo sds . wot 
of eyen od ittel .wM atiw ob of ead aid? bas 
fo cobivd ovbay ms ek sredds If worl of adnaw 
edit ot seed agog atelt hel ota evititeqmoors 
sisnotimwgorqelh Jaom edt ao aebued eshbaw .tntog emen 
— Bntohi .Lekinststitb mo ttudixtneo 

Tol gebles ews ayswitet edd .savos %0 
yee .cmaves to .ow bas meatoltd .iM bisa ,eslbtadve 
tend ego I rue Vbiedwe 107 gables jon eis ow 
eeTgsetb ay eves, oF ybodyas tedtod o¢ gntog tom at 


49S yas wot oLdsttavs goa az’ | 


~ ANGUS, STONEHOUSE & CO. LTD. Motion 3978 
TORONTO, ONTARIO (Sinclair) 


with Mr. Dickson on that because that will be 

argued out at another time; he said that his clients 
feel that the detailed information of the type 
envisaged in the application was necessary for a 
full investigation. | 

It is our respectful submission to you, 
sir, that it is not; it is, not required for the 
concept of value of service versus cost of service; 
it is not required by the Commission to determine 
whether they are going to regiment this section 
of the economy, namely, the railways to the type 
of-pri¢ing it has not been following in other things, _ 

My respectful submission is that the | 
motion, therefore, should be refused and I, of 
course, am dealing with what Mr. McDonald had to 
say, that is, the 1950-58 comparison of terminal 
and line haul costs; we haven't got the 1950 data 
and the 1958 data is another matter. Now, how 
you make the separation is a very grave and 
difficult thing. In the United States they are in 
a much different position because of the basic 
data that is maintained. 

I support what Mr. McDonald, therefore, 
said in what I call the other question, not the 
written motion of Mr. Frawley and those associated 
with him. 

THE CHAIRMAN: Gentlemen, I think I must 
first apologize very profoundly to Mr. Crump for 
holding him up, but it is most important that we 


get this matter of this motion cleaned up before we 
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leave Ottawa at these sittings,and it so happens 
that Mr. Mauro is leaving, too. 

Now, I don't know of any single subject 
that has given this Commission more worry than this 
subject that has been discussed here this afternoon. 
We have put argument on the record and off the 
record; we met counsel on both sides; we discussed 
the matter very fully and we have as a Commission, 
on this matter of costing, not been idle. We are 
doing work ourselves in our own way and of our own 
Judgment, and at all times our conception of our 
duty is that we want to try to avoid controversy 
in the country, as Mr. Crump and Mr. Mauro agreed 
was so desirable a thing when he discussed the 
matter this morning. 

Now, we will give further consideration 
to it, but we are not handing down any rulings now, 
of course, but we will give further consideration 
to it, but we only ask the parties,both the 
railways and the provinces and the grain interests, 
to have some regard to what we feel is our 
conception of duty and our desire to be trusted 
by the various counsel coming before us. 

We are trying seriously to do our best 
in this problem and in the interests of our 
country; that is our concern and your concern 
as well. 

This will be reserved now. Will you 


call Mr. Crump. 
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CRUMP, NORRIS ROY, resumed 
CROSS-EXAMINATION BY MR, DICKSON: 


Q. Mr. Crump, at the bottom of page 3, 
and on pages 4 and 5 of your submission, your 
written memo, and again on page 28 of the joint 
submission, you list the factors which you regard 
as being the cause of the decline in the railways 
financial position, and these are, firstly, the 
old culprit,fixed level of statutory freight rates 
on western Canadian grain; secondly, the inability 
to secure from general freight rate increases 
revenues which would enable the railways to meet 
increased costs and earn a reasonable return on 
investments, and some of the reasons are given as 
the statutory rates and the competition from other 
media of transport. 

Then, in relation to that there is in 
the joint submission various excerpts from cases, 
and so on, including one found at the top of page 
33 of the joint submission entitled, "General 
increase in freight rates 1956", which is commonly 
known as the 15 per cent case. 

) The Board there, as you will note, states, 
"these factors indicate that it is the freight rate 
itself which is largely responsible for the situation 
in which the railways now find themselves," and it 
says, "This difficulty is intensified by the fact 
the grain traffic within western Canada is carried 


at statutory grain rates" and so on. 
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Now, the quote which is given there doesn't 
list the factors to which the Board refers, but 
prior to this quote there is an indication of 
those factors which the Board appears to regard as 
responsible or partly responsible for the position 
of the railways. 

Now, first of all is the decline in 
revenue from class rates, and the other factor they 
mention is the decline in revenue from non competitive 
commodity rates, and then I gather they are in 
agreement with you on the effect of competition. 

Now, can we just compare your list of 
factors with what the Board refers to as factors 
and, ..firstliy, I suggest that you list as the prime 
cause of your troubles the statutory grain rates: 
which the Board doesn't list as a factor at all, 
but simply something which is intensifying other 
factors. Would you agree with that? 

A. In that sense I would. 

Q. Would you, taking the comparison 
which the Board records as factors Nos. 1 and 2, 
items which you didn't mention as factors at all; 
namely, decline in revenues on class rates and 
non competitive commodity rates. 

A. Well, I think perhaps that is 
inherent in my section (b) on page 4; inability 
to secure from general freight rate increases. 

Q. Your item (b), “inability to secure 
from general freight rate increases revenues which 


would enable the railway to meet increased costs"? 


| atmagob exec sorky at esse oo 


2 a ted ctor = San 3 


$e) 
i 
ihe 
= ne eu tis 


f Yar. 
Vir hy 


ie 
i) 


ae 1 entioeb 2 dit pa toe: to tanta, igs: 


ovtd Lvagnos aon wort emcee ‘ae patboed, ots at no 


a noLataed out 08 re 
{ 

a ek ee yeni: saddey: t modi) iv .notet tboom 
PPL Wh sake RCC % domtte. ex it no, OR, aidhtw. onsen 
; 


to tints suai SSD. tot, ow cal “WOM. bneraligit bu oi 


> 


4 


axodoet as od mnehew Gisod) ott nite atte, os ead 
ag ead as SeLt sey scl hao Bri se: & chteatd, we bas any 


ESD be an 6 a ah | Yangahershacin ointst aeldvond rere to. 9a 


7 ¥ { 
A ae f : 
Y 


vile. de vos oa?, as wake S! pug cel -b1e0n. satis 4 


Sk 
+ 
2 
=o 
— 


petit: tax brtbe model ‘at Ao fatter gitdd-emon: vegas, oud 
| Pawpetg ebsh.tw PIII HOY, ibe uo i erode Wy 
(DEMO - exaen o aes Ol at ok i it ah ; i) 

HOALIGSGHG DS OT Om tobe om on Ba Leo bin 8 i " ih 7. 


im Deel yao aerate wh be Aboost bra08 Prey fotew 


bes 2oc8% gaslo Le BO sMETOW DS put, onkie ob <element 


. 

1 

| yf Lh Te eis tovort as annul clas wen, sho tet, anedt 
| 

. 

| mt sede Ti tboames oviditegaoe nore 7 


| teal aqadaeg aonbets ie afte (i coat 
a ay NRE beleent a sBaK 0 (a), montosa wan sia ae | 7 Fh 

} 2  ghteesetonh 9 gten | Jagkon, Lawensg. mors erKroe: 0 } a, | 
SUUS9B at vit bo) aaah Hox ti 108 at, ; 
pare nouns att) ansapiont ear cegtent £ . o CERT” DY 
e"edaoo boesoagat bi a ot oye 


ANGUS, STONEHOUSE & CO. LTD. Crump, cr. @X. 3982 
TORONTO, ONTARIO (Dickson) 


A. hat is right. 

Q. By that you mean that one of the 
factors in the declining revenue position of the 
railways is agreed charges, is it, or shall we say 
the declining non-competitive area of movement? 

ree Well, all of the factors that enter 
into it; I wouldn't say the agreed charges, is 
that your question? 

Qe Well, the decline in revenues from 
non-competitive commodity rates. 

A. Well yes, I would agree to that. 

Q. You would agree to that. ‘Then, 
as far as competition igs concerned, do you agree that 
this statement which is quoted on page 32 of the 
joint submission, and do you adopt this statement 
which is found at the beginning of the final 
paragraph on page 32, "As a result of these recent 
rail traffic trends, we are now more strongly than 
ever of the opinion that the long succession of 
general freight rate increases, mainly due to added 
costs of labour which is the largest single factor 
and to increased costs of materials, has brought 
about a loss of traffic by the railways to competing 
modes of transport" you agree with that? 

Ao I think that is a fair statement. 

Qe Now, in appraising the factors 
which are responsible for the decline in revenues 
from the loss of passenger revenues, would that 
be a factor which would be taken into account? 


A. That is a decreasing factor. 
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Q. And increases in material and labour 
costs, would that be regarded as a factor? 

A. I would say a very important factor, 
particularly an increase in labour cost. 

Q. Why would you not list that as one 
of your factors in the decline in revenue to the 
railways? 

A. Well, I don't know. Certainly it was 
a factor. We are dealing with the revenues here, 
and if you are going to deal with costs, then labour 
costs are an important factor. 

Qe But you are dealing with return of 
net rail investment, which I presume is a net return. 

A. It works out that way. 

Qe After expenses. 

A. That is right. 

Q. Now, you have painted a pretty gloomy 
picture, I think, as to the present position of the 
prospects of the railroad industry. Could you 
indicate whether, on the opposite side of the 
picture, there is some satisfaction, perhaps, to be 
obtained from the piggy-back service and to what 
extent you expect that to act as a counterbalancing 
influence. 

A. Fortunately, the piggy-back service 
is a growing service and will help in some measure 
the situation that I have painted here. We do hope 
that we will be able to divert some of this traffic 
from the highways back to the rail by means of 


piggy-back, but if I may just go back to the beginning 
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of your question you say that I have painted a pretty 
gloomy picture here. I merely wish to reiterate 
that it is gloomy, but no more so that I feel. 

Q. Quite. Is piggy-back s€rvices though, 
a factor which you look to to aid in improving the 
prospect. 

A. Oh, decidedly so. 

Q. Now, this matter of investment in 
trucking service; I suppose that serves two Nese 
first you look on it - would you tell me whether you 
do look on it as a source of revenue, perhaps quite 
profitable revenue, and secondly, it reduces the 
highway transport by truck competition, Does it serve 
those purposes? 

As It does. As I mentioned this morning, 

. I think we should be allowed to pantieimate in that, 
and it will only be a participation. 

Qe How much did you invest last year in 
the purchase of trucking facilities? 

Ae I haven't that information available 
by years. | 

Q. Well, would it be over $8 million. 

MR. SINCLAIR: In 1959? | 

MR, DICKSON: Q In 1958, I am sorry. 

MR. SINCLAIR: You said "last year", 

MR. DICKSON: I meant 1958. 

MR. SINCLAIR: We can look it up and give 


it to you. 


(Page 3986 follows) 
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Qe Perhaps if you could refer, Mr. Crump, 
to page 11 of your 1958 annual report, I can read 
this to you. Investments made by your company 
included purchases of common and preference stocks 
of Simpson's Limited of 7.7 million dollars and 
$510,000 respectively, preference stock of Smith 
Transport Limited in the amount of $137,000, capital 
stock of Canadian Pacific Transport Company Limited 
and Canadian Pacific Steamships Limited in the amounts 
of $1,000,000 and $385,000 respectively. So that 
there would be a total of something in excess of 
$9,000,000, I think, 

Ae Yes. 

Qe And, approximately, what portion of 
the major trucking industry does that represent? 

In other words, does that include a very large 
interest in the trucking business? - 

A. No, I can't give you the percentage 
of the proportion, but I would say it is quite small, 
the trucking industry as a whole, 

Qe That is operated as a separate company? 

Ae That is a separate subsidiary. 

Qe At page 5, Me. Crump, you mention that 
the requirements formula gives you 5 per cent on 
ordinary stock, What has been your dividend rate 
on your ordinary stock? 

Ae We have paid a normal dividend on 
ordinary stock of $1.50, or 6 per cent, 

Qe What effect do you think the dividend 


rate has in the matter of attracting capital? 
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Ae That is a very difficult question to 
answer, In the investment field today obviously 
the yield is not an important factor. The earnings 
price ratio, the yield, the payout - all of these 
factors are considered, and I think perhaps there 
has been evidence here to that effect. 

Q@. Yes, there has, 

A. But I must admit that in my inquiries 
those don't necessarily tell the story. There are 
examples of it. Obviously a yield of 6 per cent on 
Canadian Pacific common stock is not attractive, 
as evidenced by the standing of our stock on the 
exchanges in the country. Perhaps the ¢,p.r, has 
something to do with this. Certainly the payout 
has, but then there are other factors as well. Now , 
I must say that beyond that I haven't been able to 
get very much precise information myself. 

Qe Have you considered the possibility 
of increasing your dividend rate with a view to 
attracting this capital which you indicate is so 
urgently required? 

COMMISSIONER ANSCOMB: That is a hard 
question to ask a president. 

THE WITNESS: Well, when you go beyond 
a payout of 75 per cent I think you are on very 
dangerous ground. 

MR, DICKSON: Q Assuming that your proposal to this 
Commission was Sinead intel would that have an 
influence on your decision? 


Ae It might very well. 
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Qe And part of that dividend, I suppose, 
would come from these monies which you would be 
receiving from the government, would it? 

A. From the earnings of the corporation, 
if it were included, 

Qe Including the subsidy? 

A. Yes, 

Q. At the top of page 6, Mr. Crump, 
you mention that in no year was there a return 
sufficient to enable the company to raise capital 
through equity financing. Now, were there no common 
or preferred shares of the company issued or sold 
during these years you have mentioned, 1946 to 
1956? 

A. None whatever, except the conversion 
of some of the bonds to common shares. But there 
was no equity issued, and, as a matter of fact, there 
has been no equity issued by Canadian Pacific since 
1930. 

Qe Would you care to tell the Commission 
what attempts were made to market equity securities 
during that period? 

Ae The matter was looked at by our 
financial advisers, but it was felt that collateral 
trust bonds with a convertible feature to them 
could be put out and at a more favourable rate, and, 
as you will notice from our debt, that is the 
procedure that has been followed for the past few 
years. 


Turning to page 8, Mr. Crump, you state: 
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"Canadian Pacific has a very large 


property investment" 
And further down: 


"This large property investment is 
subject to use and age. It follows, 
therefore, that this property is 
inexorably moving towards a date on 


which it must be replaced or abandoned." 


Now, ig this not a continuous process of 
replacement and abandonment going on in the C.P.R., 
the same as in any other business. 

A. Oh, yes, that carries on as in any 
other business. Of course, our ability to replace 
is somewhat circumscribed, as we go on to say, 
because of our depreciation and replacement costs 
as they are today. But this railway is 70 years old, 
and we still feel that it is inexorably moving to 
a state of old age, as so many of us are. 

7 Qo When you speak of a date, that is 
rhetorical? 
| A. That is not any precise date. 

Q. You have in your balance sheet as at 

the end of 1958 an item of $903,000,000, provision 
for depreciation. Is that there to meet this 
particular situation you speak of 2, 

A. That is the intention of it, but with 

replacement costs today far exceeding original or 


book costs, very large additional funds must be 
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found just to replace the property in the form that 
it is required. 

Qe Again, isn't that a situation which 
is faced by every business, the computation of 
depreciation, historic cost rather than replacement 
cost. 

Ae Yes, very much so, but it is the 
amount of investment we have; it is a very important 
factor to us. 

Qe Then turning to page 9 you list certain 
problems which you mention you are facing, stemming 
from the growth of Canada: demand for quicker service, 
increasing use of specialized equipment, provision 
of equipment and improvements in service to attract 
and hold customers, expenditures to effect operating 
economies, improving working conditions and providing 


added safety. Then you go on in the next paragraph: 


"Another unique feature of the railway 


"i 


industry ©. 2s 


Is there anything unique in the features 
you have mentioned as problems facing you?. . 

Ae I think they are unique in’ the 
magnitude of the problem. 

Qe That is all; it is just a matter of 
quantity? 

Ae Very large. 

Qe You mention at the bottom of the page: 


"Another. unique feature of the railway 
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industry is the extremely high labour 


content in railway operating expenses". 


L suppose that is equally true of pretty 
well any service industry. 

Ae Not necessarily true of any service 
industry. 

Qe This is not peculiar. to the railways? 

A. Well, the combination of capital 
heavy and labour heavy industry is rather unusual. 


Q. The one feature which you mention: 


"Another unique feature of the railway 
industry is the extremely high labour 


content in railway operating expenses" 


- you mention that as a separate item, as divorced 
from capital expenditure. 
Ae Od think I would have to say there 
that it is unique in relation to our ability to pay. 
Q. Over the page, Mr. Crump, you mention 
the increase in railway labour expenses having 
increased over 100 per cent. Now, could you, for 
the record, indicate the amount, the dollars 
expended in 1947? The percentage as such doesn't 
convey very much without knowing what dollars we 
are talking about. 
A. For labour only? 
Q. Yes, railway labour expenses? 
THE CHAIRMAN: — That includes the fringe 


benefits. 


| 

| 

| 

| 

| 

| 
* 


a a a a tt nD afc 


elie 


capita | age warttae same 


My abo nee) gata: 

weer to emit ‘Ltenpe at dant ecoqga 
on ot re aa 

“esdaubat solvies wis L 


4 “aA re pry 
solves YAS to out vituanasoan tou oA 


=e 
] 


i 


Tayewl isn ost ot nakisood toa at aber ee 


tedtaro to notisaldmoo sedt Liew oA 


»/ tans. t 
favenay tedtat ef ‘Wraubat ween swodsl bas Naess 


ae 


:notinem voy eis ate eantset eno sil ‘9 iy 


yewliss odd te srudset eupinw tedvoaA” 
tmwodei tatd ylemeitxe sat afb vatarbal -- 


‘egpesqxs mikteiego yaewllos at dmedsoo ta 


. : 4 i Pe 
beotovih es .medgi stevreqed £ as gedt so lvnes aa - 
witbneqxe fsdtqso mort 


stort yss o? evad Biwow I Antes L oA 


Eq. od etilids "110 ot roiteles “at oupious af gf tadt 


i 


neottnem soy .qawid) .a .speq at sev. 14 
gnived sesnegxe wodsl yawilet al easetont edt 
wot ,woy bivoo ,we ,dmeo teq OOL revo beasetont 


. A 
eralfob edd ,dewoms ed edsotbhbat .brosst edt 


3'aeeob dove 38 sgstmeoieq oft syHer at a 


ow ausfilobh tsdw gaiwosni Jworddiw doum yiev vevasg 
.tuods gitiied os 
Lino awods{[ 10% .A 


Tasensqzs twodsl yewlisr .89Y 
syiiti odd eebelont teat +: MAMATAHD aT 


wo 
-_ 


aa 8 2 8 


~ ANGUS. STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 7 Ceraieek = 3992 
n 


MR. DICKSON: Yes. 

MR. SINCLAIR: We would be glad to work 
it out, calculate it. 

THE WITNESS: We haven't got it as you have 
asked for it, Mr. Dickson, but it could be readily 
worked out. 

MR. DICKSON: &. I wonder if we could 
have the comparable figure for 1959, as well as 
a statement of the number of employees in 1947 as 
compared with 1959, or 1958, whatever is reasonable. 

A. That could be made available. 

THE CHAIRMAN: I think we should take 


five minutes. 


~--Short recess. 


(Page 4000 follows) 
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THE CHAIRMAN: Ali right, will you come 
to order, please, gentlemen? 

MR, SINCLAIR: Mr. Chairman, I was talking 
with my friends, and the reason I was speaking with 
the witness, we were trying to see how we were doing 
here. | 

THE CHAIRMAN: You were speaking about 
time, were you? 

MR, SINCLAIR: Yes. And what I understand 
4s that Mr. Dickson has fifteen or twenty minutes, or 
so, and then Mr. Blair will be very short, then Mr. 
Doherty, Mr. Frawley and the Commission. My judgment 
would be, sir, that it is not going to be possible, even 
if we extended an hour beyond the usual closing time, 
to finish. 

THE CHAIRMAN: Will it inconvenience Mr. 
Crump to come back tomorrow morning? 

MR. CRUMP: Rather than not finish tonight, 
Me. Chairman, I think I would rather be here tomorrow 
morning. 

THE CHAIRMAN: We want to complete this and 
give consideration to the motion and try to have 4 
ruling tomorrow. We are trying to keep eaught up 
with the work of the Commission. 

MR. SINCLAIR : May we be sure to have Mr. 
Crump's evidence finished and Mr. Roberts! deferred 
eross-examination finished before we hear anything 
about that motion, because L never know what is 
going to. happen. 

MR. FRAWLEY: About waiting over -- as I 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Crump, Ccr-@xX 4001 
(Dickson) 


told my friend, and I even spoke to Mr. Crump in 

the corridor, for my part I would be willing to 
extend the time this evening, but I just feel that if 
we do that and we do not finish even then, it would 
be, unfortunate. 

THE CHATRMAN: I can assure you, Mr.Sinclair, 
that any discussion in connection with the motion will 
be out of rug until a ruling is given. That is the 
next thing that will come before the Commission. 

MR. BLAIR: Mr. Chairman, I have been the 
person who has caused the Commission a lot of diffi- 
culty, but you have been kind enough to recognize the 
peculiar position in which I find myself, having to be 
before another Gommission every morning. I have a 
very few questions. I have two questions to address 
to Mr, Crump, and I would think about fifteen minutes 
of cross-examination of Mr. Roberts. 

MR. SINCLAIR: We can do Mr. Roberts to- 
morrow afternoon at two o'clock, 

MR. BLAIR: If that is agreeable to the 
Commission. 

THE CHAIRMAN: That is agreeable. 

MR, DICKSON: Q. Mr. Crump, while you are 
preparing figures on the labour expense, would you 
also let us have gross ton mile output per employee for 
each of those two years? 

A. That can readily be done. It is a 
matter of straight conversion. 

MR. SINCLAIR: Yes. 

MR, DICKSON: Q. At the bottom of page 10, 
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TORONTO, ONTARIO Crump, cr-exX 4002 
(Dickson) 


"The railways are no longer able to 
offset low rates on large segments of traffic 
by charging higher rates than would otherwise 
be necessary on large segments of other traffic. 
The railways with the existing cost of providing 
transportation can no longer afford to exempt 
the largest single segment of their traffic 
from bearing a fair proportion of transportation 
costs." 

Now, when you talk of segment you are talking 
about proportion of the grain and grain products 
movement which goes under export rates; is that correct? 

A. That is right. 

Q. You are ignoring the domestic grain rate? 

A, No, I am speaking of the portion under » 
statutory rates of, roughly, -- was it -- 20 per cent of 
volume by gross ton miles. That does not include the 
portion moving under domestic rates. 

Q. That movement under domestic rates, of 
course, has taken 90 per cent increase in rates since 
1952? 

A. I recognize that. 

Q. And it appears likely that another upward 
adjustment is in the offing? 

A. Could be. 

Qe The following page, page 11, Mr. Crump, 
about one-quarter of the way down the page: 

"Throughout its history, operating officers 

of Canadian Pacific have had deeply impressed 


upon them the importance of the movement of grain." 
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, ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Crump, cr-ex 4003 
(Dickson) 


Now, if you would substitute the words “all 
commoditaes" for the word "grain", so that it would 
read: "Throughout its history operating officers of 
Canadian Pacific have had deeply impressed upon them 
the importance of the movement of all commodities", 
would the statement not be just as true? 

A, It would, but for those of us who were 
raised in the operating department, and particularly 
those of us who came from the West, I think this 
statement is also very true. 

Q. But you impress upon your employees the 
importance of any 1movenients? 

A. By ells manne: 

Q. I have asked, Mr. Crump, previously, 
the Canadian National and theGanadian Pacific for 
figures on the volume of movement at domestic rates. 
The Canadian National have indicated that is not withheld, 
and the Ganadian Pacific indicated that figures will be 
forthcoming in due course, and I am quite happy to 
receive them when they are available, I am advised 
that DBS for 1958 showed 207,000 cars of wheat, 95,385 
other grains, 55,638 grain products; for a total of 
358,113; and that in your studies, Canadian Pacific 
Railway have charged 155,180; C.N.R.,; 132,246; for 
a total of 287,426. ~So that, to the uninitiated, it 
might appear that some 70,000-odd cars moved at 


domestic rates. Would that be approximately --- 


MR. SINCLAIR: In Western Canada. 
MR. DICKSON: In Western Canada, yes. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Crump, cr-ex 4.004. 
(Dickson) 


THE WITNESS: I could not say, without some 
study. 
MR. DICKSON: @. Would it be approaching 
that magnitude? 
Aa Could well be. 
Q- On page 12, Mr. Crump, you state: 
"The Board has been seriously hampered in 
cou-rganrying out.thisydugycby the fact that the 
rates on grain moving to export positions in 
Western Canada are removed by statute from the 
control of the Board." 

That is your opinion? 

A. That is my opinion. 

Q, . &aeee. 

Ae And the opinion of some of the Commis- 
sioners, from time to time. 

Q@. You quote in the joint submission -- you 

make a statement something to that effect? 

A. I have in mind particularly the demand 
of Mr. Commissioner Chase in that regard. ' 

Qe. He was not speaking as the Board or 
even as a member of the Board when that statement was 
made? 

Ae As I understand it -- correct my phrase- 
ology -- it was in a dissenting Judgment. 

MR. SINCLAIR : The addenda. 

THE WITNESS: An addenda to the Judgment. 

MR. DICKSON: Q. There is nothing in the 
freight quotes you did in the joint submission 
specifically stating, as you state here, that the 
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~ ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Crump , Cr=6xX si 4005 
(Dickson ) 


Board has been seriously hampered in carrying out 

this duty by the fact that the rates on grain moving to 
export positions in Western Canada are removed by | 
statute from the control of the Board. 

A. This is in further observations by 
Commissioner Chase in the Judgment #4 Order of the 
Transport Commissioners, November 17th, 1958. But, 
in my personal opinion, I am sure the Board must feel 
circumscribed that no increase can be put on such a 
large segment of the traffic. 

Q. Surely if the Board takes facts as they 
find them -- if it is a fact they must accept that. 
However, it is not of any great significance? 

A. There is -=- may I just interject for a 
moment ? Mr. Sinclair has pointed out that in the 
17% Judgment, it is in the Judgment itself on page 18, 
datéd December 27, 1957p du cn. The Board noted 
that they had no power to increase the’ statutory rates 
on grain and flour. This is certainly so, and it 
follows that no part of the rate increase as required by 

rallways to meetocinoreaged costs of operation, including 
such part of that cost as is incurred in the carriage 
of that traffic,can be pkaeed by the Board on those 
statutory rates. 

Q. That is accepted? 

A. Yes. 

Q. But you go one step further in this 
submission and conclude that the Board was seriously 
hampered in carrying out its duties? 


Ae That is my personal opinion. 
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i ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Crump, cr-exX 4LOO6 


(Dickson) 


Q. On page 13 you state, at the bottom of 
the first paragraph, down about line 12-13, that a 
healthy operating condition requires adequate revenues, 
which cannot be secured unless the railways! remuneration 
from Western grain traffic is just and reasonable. 
Do you regard the railways' remuneration from the 
movement of grain products which move at domestic 
rates to be just and reasonable? 
A. Well, they are carrying their variable 
costs, I would think, and a portion of constant costs. 
Q. Are they not carrying full constant 
costs? ) 
A. I could not tell you that without looking 
at it. 
Q. But they are more than twice as much as 
your present Crow rates? 
Ae It could well be, 
Q. In doubling your present Crow rates 
you expect to double your full constant costs? 
A, Full constant costs -~ it would depend 
upon the movements. 
Q. At the top of page 15, you say: 
"Tt should be remembered that the stake 
of Canadian Pacific in Western Canada is pro- 
portionately larger than in any other geo- 
graphical area -~ two-thirds of its trackage 
is in Western Canada." 
Do you maintain figures: oncearnings in the West as 
contrasted with earnings in the East? 


A. Yes, there is some distribution of those 
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~ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Crump Cr-ex 4007 
Z (Dickson) 


figures made. 

Q. Ave those available? 

A. We have not got them ~-- that is, I do 
not think --- 

MR. SINCLAIR: They are not published. 

THE WITNESS : Those figures have never been 
published, I am informed, and I would like to have a 
look at them. 

MR. DICKSON: Q. I won't ask for them, then. 
If the Board wishes them no doubt the Board will ask 
for them, but they are available? 

A. On .an arbitrary basis. 

Q. There is a statement appearing at the 
middle of page 15, and I am not going to labour it -- but 
it says: 

"Tn 1925, when the Agreement was set aside 

and grain rates were made purely statutory and 

applicable throughout Western Canada..." 
Now, in spite of your two Doctor: of Law degrees, Ido not 
cthink this is the a for any legal argument, but I 
wonder if we could agree on hie we points: firstly, that 
a written agreement has never been entered into between 
your company and the government formally terminating the 
Crow's Nest Pass Agreement; and secondly, that the 
question of whether the 1925 amendments to the Railway 
Act put an end to the 1897 Agreement is one of legal 
interpretation as to the effect of Section 328(6) of the 
Railway Act; thirdly, that there are two schools of 
thought on the effect of that subsection, and if the 


legal interpretation you are advancing does not happen 
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f ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Crump, Ccre-ex 4.008 
(Dickson ) 


to be correct, the 1897 Agreeement is still in force and 
you would have to ask the Commission to recommend not 
only the relief you have requested, but also that 

you be relieved of a contract which your company entered 
into in 1927, and if ie dard dient is still in force, 
Parliament, of course , could terminate it, but it might 
be one thing to say, change the legislation, and it might 
be another thing to say, change the legislation, and at 
the same time, relieve us of a-sontractual obligation, 
and to the extent of that difference our discussion 

is not academic. 

A. Well, Mr. Dickson, I have no doubt that this 
question will be argued at length -- to my mind, some- 
what uselessly, because Parliament: is supreme in this 
country. 

Q. Agreed. Now, having in mind the wording 
of the Supreme Court Judgment in 1925 on westbound 
commodities, that it was within the power of Parliament 
representing the people of Canada if they did not agree 
that confinarent topoints in existence in 1899 should be 
continued, to change it. And Parliament, in my 
estimation, changed it by the legislation introduced 


in 1925, and extended it. 
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Q. And, at the same time, relieved the 
company of other rate movements westerly? 

A. I certainly am not going to argue on 
this legally, but I recognize full well that when 
Parliament in Canada acts, that is the last resort. 

Q. I would pavaaia one hundred per cent with 
that conclusion. On the other hand, would you agree 
that these concepts that I have put -- that it isa 
matter of legal interpretation? 

A. It could well be; not to my mind. 

Q. Mr. Crump, at page 17 you indicate that 
the method to be adopted should be one which meets 
the following principles: and one of those principles 
is payment of the assistance should be made in such a 
manner as to eliminate continuing controversy. I 
am sayang this seriously, as your proposal as to the 
income tax aspect of it appears to be creating more 
than a little controversy in so far as your company and 
the C.N.R. are concerned, are you, having regard to 
this being one of yeur basic principles, prepared to 
bury or abandon your proposal as presented? 

A. Not at this time because of controversy 
with the Canadian National; that doesn't bother me in 
the least. 

Q. I just take your principle as it is 
stated. 

A. The controversy in Western Canada I 
would like to see eliminated if at all possible. 

Q. So, when you say the method toobe 
adopted is the one which meets the following prineiples, 
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and you say one of those principles is payment of 
the assistance should be made in such a manner as to 
eliminate continuing controversy, you take your own 
railway and the C.N.R. out of that possibility of 
continuing controversy? 

A. I would hope so. 

Q. In this proposal which you put forward, 
this income tax solution, perhaps you would agree -- firs 
of all, you indicate in your joint submission that the 
Income Tax Act at the present time has certain pro- 
visions which you suggest are analagous, one relating 
to mining companies in their earlier years, and the 
other to depletion allowances for mining companies 
and oil companies. 

First -of all,.dealing with the special 
provisions for mining companies in their earlier years, 
are those not in there to encourage development of our 
petwral resources? 

A. I agree with that. 

Q. And the depletion allowances, aren't 
they there to give recognition to the fact that re- 
covery of oil or minerals, part of the recovery; is 
for capital account and part for income account? 

A. I would agree with that, Mr. Dickson. 

Q. Weil, is there anything analagous in 
that situation to what you are proposing? 

A. Not in the true sense of the word 
"analagous", but as a means of dealing with a specialize 
problem I think there is, and this appears to me to be 


a specialized problem. 
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Q. I would agree with that, but would you 
perhaps agree with me that a taxing statute, its primary 
purpose is a revenue obtaining enactment? 

A. Putting it bluntly, to raise money. 

Q. And isn't it also true that one of the 
fundamental principles, perhaps the fundamental prin-~- 
ciple, of any taxing statute is that the taxpayers be 
treated uniformly and that none be preferred and none 
unjustly discriminated against? 

A. Theoretically I presume you are right. 

Q@. And isn't it, therefore, true when you 
put forward this proposal that you are breaching in a 
very major way, I suggest, that basic principle of 
good taxing and statutory practice? 

A. Not in my opinion. 

Q. It sets your company and the C.N.R. 
apart in this respect from 411 other taxpayers of 
Canada? 

A. Not necessarily. As I say, this is a 
specialized problem. The Ineome Tax Act has been 
used for other specialized problems, and as probably 
one of the major taxpayers in Canada, if not the major 
one, over the past seventy years, I do not see anything 
too much out of the way. 

Q. You don't regard it as a misuse of a 
taxing statute? 


A. No, I don't. 
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CROSS-EXAMINATION BY MR. BLAIR: 

Q. Mr. Crump, as you know, I appear here 
on behalf of the Province of British Columbia, and as 
you also remember the Province of British Columbia has 
for a number of years attacked the statutory grain 
rates with perhaps as much vigour or even more vigour 
than the railways have done? 

A. I might dispute the latter part of that 
statement. 

Q. But, in any event,we are at one with 
you in wanting to have something done to correct 
inequities which these rates have created. Mr. Grump, 
in My, Edsforth's testimony given earlier before the 
Commission, I believe he stated that had the burden of 
the postwar increases been borne proportionately by 
the grain rates that the general level of rates would 
have risen only 112 per cent instead of 157 per cent? 

A. As I understand, that was discussed 
between Mr. Edsforth and Me. Brazier, and I don't think 
it was quite as precise as that, but, certainly in 
the vicinity of 112 per cent instead of the 157 per 
cent that has taken place. 

Q. But whatever the precise figure is, 
there is no doubt that other shippers than the grain 
shippers have had to bear a disproportionate burden 
resulting from the postwar freight rate increases? 

A. I am sure of that. 

Q. Your company has made a proposal for the 
correction of this situation for the future? 


A. We have advanced a proposal, yes. 
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Qo Did you ever give any consideration to 
the rectification of the injustice which has been done 
to other shippers in the postwar years by reason of 
them having to accept larger freight rate increases 
than they otherwise might have done? 

A. The way I feel at the moment is that 
that is the second half-mile. We are on the first half 
‘aii | 

Q. If you are able to get the relief which 
you seek before this Royal Commission, have you any 
intention of passing it back to other shippers in the 
form of reduced rates? 

A. That will depend entirely upon the 
situation that exists at that time, as to what action 
will be taken. 

Q. But your company recognizes that other 
shippers such as the lumber industry, for example, have 
porne a disproportionate part of the burden of the 
postwar increases? 

A. I think simple arithmetic indicates that. 

MR, DICKSON; Me, Chairman, like Mr. Mauro, 
I have to return to Winnipeg this afternoon, and Mr. 


MeKichan will continue. 
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Q. On the first page of your submission 
you make this statement: 

"Railways were such an effective instrument 
in populating and developing various parts of 
Canada that in certain areas the expansion of 
railways was carried beyond the point of economic 
justification. " | 

Now, would this be another way of saying that the 
railways are an instrument of national policy? 

A. Not necessarily. I think when the 
Canadian Pacifie was organized in 1881 it was used as 
an instrument of national policy at that time because of 
the historical difficulties that were being encountered, 
but that is not saying the railways are an instrument 
of national policy. 

Q. But you do agree that they are an 
instrument of national policy.and have been an 
instrument of national policy? 

A. They formed a very important part of 
national policy. 

Q. On page 2, Mr. Crump, there are a few 
words. in the paragraph at the top of the page; you 
say ; 

"For a period those railways with a 

cohesive route pattern enjoyed relative pros- 
perity. " 
But there was a question this morning on cohesive 
route pattern and I was wondering if you could perhaps 
indicate what principle you think would go into 


constituting a cohesive route pattern? 
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2 A. Well, I had in mind there the situation 
3 that existed in Canada immediately prior to the for- 


4 mation of the Canadian National Railways, where three 


transcontinental lines had been built, perhaps in a 


5 
4 somewhat disjointed pattern, and ultimately, of course, 
resulted, through over-building, resulted in bank- 
. ruptay or near bankruptcy of many of these lines and 
the formation of the Canadian National Railways. 
? Q. Would it be, I suggest, something 
10 capable of efficient operation; that is the thing you 
11 had in mind with the cohesive route pattern? 
0 A. That is primarily what I nad in mind; 
13 the cohesive route pattern is one designed for the 
ti efficient handling of goods within the territory. 
Now, that doesn't pertain to all railways in Canada. 
- j Q. I think this morning you suggested the 
" \ganddttan Pacific Railway was, perhaps, the only railway 
si that lived up to it? 
18 A. It approaches more closely to that. 
19 Q. Now, in the same sentence, Mr. Crump, 
20 you use the words "relative prosperity," and I was 
1 anxious to know what you had in mind in speaking of 
79 relative prosperity? 


A. Where is this, Mr. Doherty? 

Q. It is in the same sentence 1 read at 
the top of page 2 of your brief, "Ror a period those 
railways with a cohesive route pattern enjoyed relative 
prosperity"? 

A. I think that was amply proven, but it 


took some time before some of them closed up. 
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Q@. In so far as the Canadian Pacific was 
concerned there was, perhaps, a certain period in 
which there was greater prosperity than others. It 
appeared, I believe, starting around 1910 to 1928, and 
I understand that this was a period of prosperity for 
the Canadian Pacific Railway, and the dividends, I 
believe, were something in the neighbourhood of 10 
per cent or better in that entire eighteen-year pericd? 

Ao From the Canadian Pacific? 

Q. From the Canadian Pacitic. 

A. Not from rail. Well, compared to the 
period that you mentioned and our present period, I 
would say that was a period of relative prosperity. 

Qe Now, proceeding on to the next paragraph 
in which you say: 

ss “Wath the arrival of the depression of 
the 1930's the railway industry was faced with 
a period of very low traffic and very low re- 
turns. The earnings position of the railways 
during this decade had a definite effect on 
railway plants." 
Were you suggesting there, Mr. Crump, that the railway 
plants were greatly depreciated during this particular 
time, that the returns didn't permit the proper main- 
tenance; is that the sense of it? 

A. At mo time was there a lack of maintenance 
for safety. There was a rigid control on budget; there 
had to be, and all of the work was not done at that time 
that might have been done, and immediately following 
that period we went into World War II, where again it 
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was not possible to do ali of the work that we might 
have done had we full liberty. 

Q. The plant itself, I suggest, was in 
reasonably good shape, having im hind the depression 
years; do you agree with that? 

A. So far as the pigidly controlled budget 
would allow it, yes. 

Q. I nave here, for instance, Mr. Crump, 

a booklet entitled, "The Canadian Pacific a national 
institution 1885-1935, an Address delivered to the 
Company's officers in the 50th Year of its History." 
Now, I am not sure whether you are familiar with this 
book and this, I might say, was not written by Dr. 
Britnell. Previously we had spoken of the booklet 
entitled, "Seventy-Two Years of Progress". 

rf THE CHAIRMAN s Is that piblished by the 
railway? | 

MR. DOHERTY s It is prepared by J. Harry 
Smith, Manager, Press Bureau, L am not able to 
identify the publisher of this document, Mr. Chairman, 
nor the person who deliversd the speech, but I was 
hoping -<= 

THE CHAIRMAN: Who made the speech? 

MR. DOHERTY: I am not able to idensify him, 
sir. ‘the publication doesn't identify the speaker. 

THE CHATRMAN s I am afraid that is a black 
cat in a dark room. 

MR, DOHERTY: Mr. Chairman, anticipating that 
my friend Mr. Sinclair would take objection, I have 
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Pee 


gaara at _oonstant wt eoted avant a eee Ht ‘ 


ranottan & oithest metbane® att geterane tafsood a 


ogt of pevertiab’ eaeUBbA me 4 eet~ ABEL lertutioaat 


q 
» 
“4 


" prove ett to ane mdO2 crit at aeeok TIO. a! yasqmod a 


eld? A¢iw sehi imal eta yoy nerttedw oie’ ‘dou me a? ‘wel 


at Yd etedchtaw ton geaw yea drigin T .eid? Bas stood | 


Jatdeod ent to aaniegs bed ow yfewotvert i . LLort beret 
| ‘ "gaomgord to e2eak outyeoonn ehoLakiae 
ont va pede £0 day taht of | 


errs .t vo beusdotey ae az 
oF oxen jon me I .peeewl eteut ,seganeM yt ie 
artes? .WH ,tcameoh aeldt to tedetiduq edd yiidmebt 


saw I dud ,snesgqa ett hexvevtiea ome moeneg edt T0n 


frdseeqa SAt eben od $ MAMALLARD Gat 
aid Et haeswt of el de das ma I. : ERO » a 
tedgege sit yttteoht Utaeeeh mottsotldiiq df sake 
doatd s at tedd btette ma I sWARALANO SEE | 
| “oot Ash 2 nt tee 
dad gubtagtotias . tented “mM :YOREHOd , 


aad 
ad _ 


aved I ute.ttestde eiat bivow xtabeate mM ae be 


ie gqedteg at see T saecnalien erties dike 


- iss 
6 AY i: rh 
Rae) | =a ; a 
lal ie ~ od 


jes i 
jac 


~ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Crump, cr-ex 4018 
(Doherty ) 


MR. SINCLAIR: It gays, "The Canadian 
Pacific Railway goes to sea." 
MR. DOHERTY: Q. This is the proceedings of 
a special committee appointed to inquire into and 
report upon the best means of relieving the country 
from its extremely serious railway condition and 
| financial burden consequent thereto. It is a Senate 
hearing, and the document which I shall quote from is 
printed by J. 0. Patenaude, Printer to the King's Most 
Eoreliont Majesty, and at page 564 there is a question 
by Mr. Biggar to Sir Edward Beatty, who was presenting 
the evidence before the Senate Committee, which reads: 
"T suppose, Sir Edward, to return to the 
alternative you have referred to in your 
memorandum about the railways being presently 
in an unsound economic position ---" 
He is speaking now of 1938: 
".—— and to the possibility of something 
more serious than unification if traffic does 
not go back to the 1930 level. Would you 
discuss the prospects for the future on the 
assumption that there is no intervention by 
Parliament? A. I take a rather optimistic 
view of my own company's prospects because 
of the way it has weathered the storm of the 
last few years. I expressed that to my 
shareholders at the annual meeting on 
May 4. . This is the way I put it: 
"tyour well-located, well-constructed 
and wéll-maintained properties 
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efficient and modern transportation service 
for the nation. Even if the company's 
properties continue to be operated separately 
and in competition with the Canadian National 
Railways my considered view is that there 

is no reason for pessimism in regard to the 
future outlook of the company. It is 

hardly necessary for me to repeat that, 
should they be joined with those of the 
Government-owned railway in a rationalized 
system, most important advantages would 
result to the owners of both properties.'" 

MR. SINCLAIR : Could the witness just have 
his eye on that? ‘Jt is pretty hard to keep that all 
in mind. It is page 438? 

MR, DOHERTY : I have it marked. It is page 
564. 

THE WITNESS: Yes. What is the question, Mr. 
Doherty? 

MR, DOHERTY : Q. My question was simply 
this: it would appear that in these years, despite the 
depression and the low earnings of the Canadian Pacific 

‘Railway plant, it was maintained and continued to be 
im good operation beyond that period, that depression 
period, What is your view? 

Ae I can comment on that in this wy, that if 
my memory serves me correctly, that same question was 
asked of me a number of years ago by one of the gentlemen 
in this court. | 

THE CHAIRMAN : I have recollections. 
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THE WITNESS: I wish to say this, that the 
property was safely maintained. Now, whether it was 
well maintained, I am inclined to dispute because I was 
out helping to maintain the property at that time and 
perhaps I was a little closer to the maintenance of the 
property than was Sir Edward. 

MR, DOHERTY ; Q. It would, I suggest, seem 
to indicate a good deal of optimism as to the condition 
of the plant? 

A. I think in weathering the storm of the 
thirties that they did do very well. 


(Page 4024 follows) 
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Qe Yes, I agree. Now, Mr. Crump, I believe 
you were inSaskatchewan in the 1930's; is that right? 

A. Manitoba, Saskatchewan and Alberta. 

Qe So you would be well aware of some of 
the problems that faced the citizens of those 
provincés, including droughts and grass-hoppers and 
low prices and prices for grain. 

Ae I was very close to the earth in those 
days. It is a fact. ) 

MR, SINCLAIR: We have still got them. 

Qe Proceeding to page 3 of your precis, 
Mr. Crump, at the bottom of the page, the section 
you have designated (a), you say: 


"The fixed level of statutory freight 


rates on western Canadian grain." 
Then you say: 


"The rigidity of the statutory rates 

on grain and grain products has prevented 
revenues from this segment of traffic 
being increased in keeping with 


increases in the cost of transportation". 


If I may speak briefly to the period 
immediately preceding 1955 - I am speaking now of 
the period during which Canadian Pacific Railways 
was under contract to haul grain at reduced rates - 
would you not also agree that there was a certain 
rigidity in those rates? I-am speaking only to 
the question of rigidity. | 
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A. You are speaking only to rigidity 
without regard to cost? Yes, there was some 
rigidity. | 

Qe So that the statutory pase doesn't 
really introduce any new element insofar as rigidity 
is concerned. Would that be true? 

A. Well, we have had that rigidity for 
a good many years. 

Qe At the bottom of page 5 of your precis, 
Mr, Crump, you are speaking - this is the last 
line, in which you say Canadian Pacific was $189 
million short of reaching the permissive earnings. 
Now, am I correct in my understanding, Mr. Crump, 
that this amount does not take into account any 
earnings from assets other than rad assets. 

A. This is on the Board's separation 
from rail. 

Qe And it would not include anything, 
for example, from Consolidated Mining and Smelting? 

A. No, this is on the Board's basis. 

Qe On page 9 you mention at the bottom 
of the page, you are speaking of the extremely high 
labour content in railway operating expenses. Mr. 
Dickson has dealt with this just prior to my 
bringing it to your attention, and I was wondering, 
though, if you had any type of DBS statistics or 
sieidh teats in that category which indicated that the 
railway industry was woique in its labour een 
For instance, it would be my understanding that a 
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content of something better than 45 per cent, perhaps 
better than 55 per cent. 

Ao I haven't that information on me, 
but I have seen statements from time to time, which 
were the basis of this remark, which would indicate 
that the railway is close to the top of the list. 
Here 16 an example, and this does not include amounts 
for pensions and benefits because they were not 
obtainable from other industries in the form in which 
we keep ours. So this is on a comparable basis. 
For Canadian Pacific, in 1958, the labour content 
was 50.67; the Bell Telephone was 35.85. ‘The 
eiauchterine and meat packing industries is not 
available in 1958, but in 1957 it was 10.4; the 
motor vehicle industry 15.31. The pulp and paper 
industry is not available for 1958, but in 1957 it 
was 21,67. This statement is headed: 


"Proportion of pevenue dollars spent 


on payroll" 


| Q@ And that is from the Dominion Bureau 

of Statistics? 

Ae The source is not noted here, Oh» 
Canadian Pacific - from the Canadian Pacific annual 
report, and the Bell Telephone from Beil and the 
Dominion Bureau of Statistics for the slaughtering 
and meat packing industries for 1957, and the 
motor vehicle industry 1958 and the pulp and paper 
industry 1957. 

Qe On that same page, page 9; the 
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second paragraph contains the statement: 


"Our increasing population, the 
expanding gross national product, the 
development of new industry and the 
tapping of new sources of minerals, 
create new demands for rail facilities 
which necessitate the construction of 
new branch lines, the provision of more 
rolling stock and increases in the 
traffic handling capacity of segments 


of the railway". 


Now, you are not. suggesting ; I take it, 
Me. Crump, that the railway was under any compulsion 
whatsoever to extend the facilities because of these 
factors that you have mentioned. 

Ae That they are not under any 
compulsion? I agree with that. If we wish to go 
out of business, we have no need to keep up with 
the expansion of Canada . | 

Q, The word "necessitate” is not intended 
to imply compulsion. 

| | A. Oh, necessitszte- I don't change that 
word, but it is not compulsion. They are two 
different words. 

Qe But your reasons for extending were 
for normal business reasons, that is, to obtain 
profits. 

A. That is right. 


Qe I wonder, Mr. Crump, if you could perhaps 
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comment as to what problems, if any, or assistance, 

if any, the orderly marketing of wheat has been insofar 
as the railways are concerned. I am thinking now 
there must have been a change in the pattern of 
movement. I wonder if you could comment as to what 
effect this may have had on the railways. 

MR, SINCLAIR: May I say that I don't 
ada excant the question. What do you mean by "orderly 
marketing"? 

THE CHAIRMAN: You mean the demand for 
equipment, for more equipment? 

MR, DOHERTY: I was thinking of the position 
that existed a good many years ago when wheat was 
pretty much carried to the head of the lakes immediately| 
at the crop season or from threshing. Now, there | 
is a good amount of teace being done. 

MR. SINCLAIR: You mean storage in box 
cars? 

MR, DOHERTY: No, I am thinking --- 

MR, SINCLAIR: There is some of it being 
done, yes, sir. 

MR. DOHERTY: Q. Would you care to 
comment on that, Mr. Crump, or am I being unfair in 
that. 

A. No, I don't think so. Since the 
government took over the marketing of wheat and barley 
and oats there has been a much more orderly marketing 
of grain. I think what you Mave in mind ,perhaps ; 
is 1928, the years previous to 1928. 


Qe Yes, approximately. 
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Ao And it has had the effect of levelling 
out the hills and valleys somewhat, giving us a 
little more regular traffic movement. 

Qo You could perhaps put your equipment 
to better use? 

As As Mr. Sinclair says, I think that 
might be a very debatable question. 

Q@. You have spoken in your precis, Mr. 
Crump, to providing a transportation service at the 
lowest cost, and at the pottom of page 12 you say 


there: 


"Canadian Pacific management is concerned 
with providing transportation service at 
the lowest possible cost and is also 
concerned with the equitable distribution 
of that cost over the various types 


of traffic which move on the railway". 


Now, on page 10 there is an implication 
that higher rates than necessary have been charged; 
that is in the paragraph at the bottom of the page, 


the third line. The words are: 


" by charging higher rates than 


would otherwise be necesaary." 


Is it a fact that in certain instances 
higher rates than are necessary are being charged? 

A, It depends what you mean by "higher 
rates than are necessary". The point I am trying 


to get at there is, of course, that because such a 
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large segment of the traffic we move is exempted 

from any of these increases that have taken place 
since 1947 it has been necessary to place that portion 
of the cost that would have gone on that segment had 
there been no statutory control on the other 


segments of the traffic. 


(Page 4039 follows) 
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Q. Then, you also speak, on page 12 of your 
concern with the equitable distribution of that cost. 
I believe also you have said that traffic should bear 
a fair contribution to cost. In the case of Crow's 
Nest rates, in your proposal, as I widerstand it, you 
propose that the fair contribution that Crow's Nest 
should bear is the total cost? 

A. I believe it must, because it is such a 
large segment of the traffic. if we charged variable 
cost and a proportion of constant cost to all of our 
traffic we would go bankrupt. 

Q. The point concerning me, Mr. Crump, is the 
principle of equitable distribution of that cost. Then, 
you would say this principle cannot apply in so far as 
Grow's Nest rates are concerned? 

A. It is not being applied to Crow's Nest 
rates, no. 

Q. On page 15, in the second last paragraph 
on that page, you are speaking of the problems of the 
Western farmer, and about halfway dowi the paragraph 
you Sey: 

"Until there is a marked change in the 
situation, the Canadian farmer cannot, without 
hardship, pay out of the sale price of grain, a 
just and reasonable rate for moving grain and 
grain products to export positions." 

My question would be, is there any particular 

thing that you have in mind as indicating a marked 
change? 


A. I should say that would be when the net 
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return to the farmer puts him in a comparable position 
with all other segments of the Canadian economy. 

Qe At that time, when that period of marked 
change, as you define it, has been reached, then the 
farmer would be subject to rates on Crow's Nest grain 
at a vate which would be 200 per cent of the present 
rate; is that correct? 

Ae I should think when that time arrived, 
‘that he was ma comparable basis with other segments 
of the Canaiian economy in the matter of return, that 
he should bear his full share of the cost as other 
segments of the Canadian economy are doing. 

Q. And would you consider that would not 
be detrimental in a large measure to the agricultural 
interests in Western Canada? 

A. Not under the supposition that I made. 

I realize the difficulties inherent in this problem. 
When that time will arrive, I don't know. With the 
government marketing of grain, the negotiations largely 
between governments, the accentuated jrowth of national- 
istic attitudes throughout the world, I am sure I don't 
know when that time will arrive 

Q. May I turn to page 18, at the top of 
the page, in the third line you say: 

"The Canadian manufacturing industry is 

protected by the Gustoms Tariff." 
Would that not also apply to the Canadian Pacific? 
Doesn't the Customs Tariff aid the Canadian Pacific 
as well? 


A. Indirectly it does, but what I had in 
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mind there, of course, was such items as refrigerators 
and electrie stoves and that sort of thing -- the cost 
in Canada as compared to the cost in the United States; 
automobiles, and innumerable objects. 

Q. Would the Customs Tariff provide an 
aid to the railway in this east-west movement? 

A. It would aid the railway as it aids 
Canadian economy, which is the reason it is there. 

Q. But it produces revenue for the railways 
by promoting that east-west traffic? 

A. I don't quite follow you on that. 

Q. IT have in mind that the pattern of nation 
policy, as I understand it, was to promote an east-west 
west-east traffic rather than a north-south traffic? 

MR. SINCLAIR: John A. Macdonald has been 
dead for a long time. 

THE WITNESS : This is a natural. iL think 
it may be described best in some words I recently saw, 
that Canada is a long lean country whereas the United 


States is a long fat country, and I vhink that ade- 


A 


quately describes the transportation problem in the 
two countries, because of this 4,000-mile band 200 
miles deep that stretches across the country. If you 
are talking about diverting the normal economic channels 
of trade from the natural channels of north and south 
to east and west, which we did by political decision, 
that is one thing, but it must flow east and west to 
remain in Canada. 

Yes. I have one further question on 


Q. 
that same page. You say in the next paragraph: 
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"It will be noted that the freight rate 
assistance provided to the coal industry ..." 
-- and a little later on you talk about feed grain. 
Now, in the Crow's Nest situation, at least until 1925 
-- and this is a question which is open to argument ~~. 
there was an agreement to carry grain at reduced rates; 
isn’t that right -- up to 1925? Iam not getting into 
the controversy on the question of whether the agree- 
ment is still valid or not? 

A, That is right. 

Q. So, there would be a difference between 
the Crow's Nest situation and the situation mentioned 
here inasmuch as there was no contractual base in this 
instance such as we had in the Crow's Nest situation? 

A. There would have been uw to the period in. 
1925. iL see no difference today. 

MR. DOHERTY: Thank you, Mr. Crump. 

MR. FRAWLEY : Mr, Chairman, I am left as the 
last one to question Mr. Crump, and I always feel badly 
about keeping a witness over specially. There are 
ether people to be considered besides myself, but my 
notes, by the rather natural effect of the people who 
have gone before me, have been reduced considerably; 

I won't repeat any questions. Of course, I must 
consider the Commission, but for my part I certainly 
would be anxious to oblige Mr. Crump, but we might get 
started and we might get into a conversational dialogue. 

THE CHATRMAN : I think likely we will get 
into dialogue, Mr. Frawley. However, if Mr. Crump 
would like to sit down, we will be glad to oblige him, 
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TI am sure. 

MR. FRAWLEY: I just said that out of a 
feeling that if we brought him back in the morning --- 

MR. SINCLAIR : There may be one or two 
questions in re-examination. 

THE WITNESS : May I speak to this question, 
Mr, Chairman? Mr, Frawley and I, as you know, might 
go on for some time, and the Commission has had a very 
busy day. I will be glad to come back tomorrow 
morning, and if I cam count on being released not too 
long after that, I will be very happy to oblige. 

THE CHAIRMAN ; Thank you, Mr. Crump. 

MR. SINCLAIR: Mr. Chairman,- before the 
Comnission rises, there is one point I would like to 
draw the Commission's attention to. L would like to 
do it before some of the counsel move out to the west | 
in particular, and that is as to the dates and the 
briefs. I have made inquiries of the Secretariat of 
the Commission and they have told me of certain 
intentions.-- people have indicated intentions to file. 
briefs. Looking at this list of people who have 
intentions to file briefs, it rather appears, sir, that 
we are not going to have very many briefs in Western 
Canada unless somebody is going to lay them on the 
doorstep of the Commission the day they arrive. x 
was handed a notice saying, "Please send the briefs to 
the Gommission at the hotels because you are late 
getting them in." 

Mr, Chairman and members of the Commission, if 


we are going to be of any assistance to you we must have 
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an opportunity of looking at those briefs, and I would 
ask the Commission to say to all people who intend to 
submit briefs that they would file them immediately. 
There is no advantage in holding onto them; there is 
no advantage to them in us having to ask them to stand 
down, because that is what we will have to do. 

THE CHAIRMAN: I may say that I have, 
personally, got in touch with counsel for all the 
provinces and told them to get these briefs in your 
hands and the hands of the Gommission in two weeks. 

MR. SINCLAIR: Two weeks? 

THE CHAIRMAN : Yes, I think you will have 
the Manitoba briefs this week. 

MR. SINCLAIR: Me. Mauro tells me he will 
send them along to me, but, you see, we move att quite a 
pace across Western Canada, and it has been my exper- 
ience there that some of these groups who have large - 
research staffs, particularly in the grain industry, 
might very well let us have their briefs too, if they 
are going to present shea: ey 

THE GHATRMAN s Well, that goes for all the 
briefs in the West, except, as you know, there will be 
-=- and you speak of the grain marketing ~-- and they 
are going to present their briefs in Ottawa, so that 
Will be later on in the year. 

MR. McKICHAN : That is correct, Mr. Chairman. 
A decision was still pending when I left Winnipeg as to 
whether or not the organization which I represent would 
present a brief in the West, and I have not yet heard a 


decision. It is possible we may feel content to present 
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our position by argument in Ottawa towards the end of 
the hearings when we have heard the full substantive 
case of the railways. 

MR. SINCLAIR ¢ You see, Mr. Chairman,in the 
court room today I saw some of the generals of this 
grain army: there was Mr. Lamont, Mr. Raik, and others, 
and I thought to myself, "Here they are and I haven't 
even seen what they ars going to say." 

THE CHAIRMAN : They were interested spectators 
I have no doubt. | 

MR, SINCLAR ;: Well, I thought if they were 
going to present briefs, we should have them in. 

THE CHATRMAN s We will try and get them as 
soon as possible. | 

MR. SINCLAIR: From any party that is going 
t® present a brief? 

THE CHATRMAN s Any parties. 

MR, SINCLAIR: Fine. 
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Ottawa, Ontario, 
January 27th, 1960. 


---On commencing at 10:00 a.m. 
THE CHAIRMAN: Order please, gentlemen. 
Mr. Frawley? 


CRUMP , NORRIS ROY, resumed. 


CROSS- EXAMINATION BY MR, FRAWLEY: 


Q. . Thank you Mr. Chairman, 

Mr, Crump, at one time you felt that the 
western grain grower could carry the extra burden 
of bringing the export grain rates up to what you 
thought was a reasonable level? 

A. Yes, at one time we felt SO. 

Qe But now you are of the opinion that 
the western farm economy cannot be asked to pay 
increased rates? 

A. That is our opinion now. 

Q. And I might say -- just, perhaps , in 
parenthesis -- that it is more than v..e western 
economy that would be evaivedt isn't it, Mr. Crump? 

A. To the degree that this cost of net to 
the National Treasury would -~-- 

Q. Well, I don't mean in connection with 
your proposal, but I mean if the rates were just 
increased and put back under the Board and increased 
100 per cent, as your proposal actually does, and 
then if the grain could not pay those higher rates, 
it would be difficult to put the grain into market? 


A. Under those circumstances, it would. 
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Q. And then the whole national economy 
would be affected? 

A. I agree with that. 

Q. And our whole industrial complex would 
be affected because the purchasing power of that 
western grain grower would be reduced? 

A. That is becoming perhaps not quite 
as important a segment of our national economy as it 


was a few years ago due to the industrialization of 


Canada -- but, essentially, yes. ~ 
Q. And in some provinces -- and perhaps 
I do not speak too much for those provinces -- but 


in some provinces a lowered purchasing power of the 
grain grower would seriously affect the purchasing 
power of that whole provincial area? 

A. I agree with that. 

Q. Now, Mr. Crump, which eame first -- the 
decision that there should be a 100 per cent increase 
in these export rates and that a 100 per cent increase 
would be a fair rate, or the cost study reporting? 

A. Well, we have felt for some time that, 
from our knowledge of the situation, that it was 
somewhere in that vicinity and the cost study verified 
in more detail than we had that that was the increase 
required. 

Qe I mean, did you feel, when you say 
for some time because of other studies that had been 
made? 

A. Well, as you know, Mr. Frawley, we 


had a preliminary study at the last Royal Commission. 
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Qe Yes. And because of those earlier 
studies and your general feeling of the pulse of your 
business, you felt that about a 100 per cent increase 
would put the rate where it should be? 

A. Well, we did not know precisely what 
the increase was, of course, until the complete study 
was made. But, as far as our feeling of the 

situation was concerned, it was in that vicinity. 

Q. What I am interested iniswhether or not 
the cost study that purported that the average full 
cost was one cent per ton mile -- whether that 
confirmed your view, perhaps your decision, to put 
the rate at 100 per cent increase, or was it the other 
way around? 

A. It confirmed our view. 

Qe It confirmed your view. So, you spent 
this quarter of a million dollars just to confirm a 
view you already had? 

Ae Oh, yes. 

Qe And you did it by this, to some of us, 
a most abstruse and difficult to understand method of 
arriving at the cost of moving the grain in western 
Canada? 

A. May I say you are not alone in that 
feeling that it is rather abstruse. 

Qe But there was nothing abstruse about 
the conclusion you came to in earlier years that 
according to your costing reports that you had that 
the grain was. not producing its full cost? 


A No, I do not think there was anything 
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TORONTO, ONTARIO (Frawley ) 
1 
2 abstruse about that. 
3 Q. Now, Mr. Crump, doesn't it sometimes 
4 strike you as a little bit incongruous that a raw 


5 product like wheat harvested in western Canda without 


a dollar spent on it, except the harvesting cost, and 


i in that respect like ore taken from a mine, that it 

: Should pay full cost -- fully distributed cost -- when 
; you have finished products or partly finished products 
4 paying less than full cost. 

10 A. No, it does not strike me as incongruous 
11 in the least, because of the volume of this movement. 
12 Qe Well, I would have thought, and this 


13 is where I am certainly an amateur economist, but I 


would have thought that volume would reduce because 


14 

ii rather than increase them, that if you milled all 
the hundreds of thousands of bushels of grain in 

. western Canada, that you could get your price down? 

4 Ae It is down, Mr. Frawley. 

18 Q. You want to put it right back up by 


19| 100 per cent? 


20 A. Correct, 
1 Q. And that is where you think it should 
29 be; that is your considered opinion, 

A. That is my considered opinion. 
5 Q. And when you say cost -- let there be 
es no mistake on the record -- when we speak of fully 
25 


distributed cost, we mean the actual or variable 
26 cost or out-of-pocket cost of moving it actually, 
27|| plus a lot of other things; like, commonly called 
28 overhead costs, head office salaries, and such things 
29 


30 
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as that -- everything? 

A. Yes, that is right. 

Q. Money to $a? att Henal> 

A. Money to meet all the needs of the 
corporation, 

Q. That's right. ~Tnat's right.’ And it 
does not add much for me to list them -- moneys to 
pay the fixed charges on the outstanding debt? 

A. To contribute towards those. | 

Qe To pay your dividends so that you can 
keep as respectable as you can in the money market? 

A. Quite right. 

Qe And something more -- this famous 
something more that the Board calls a surplus. It 
has been called many things, but when you say fully 
distributed costs, you have got all those things; 
there is nothing more to think of? 

A. I agree with that. 

Q. And grain, this basic zommodity in 
western Canada, and moving thousands of bushels, and 
a completely raw product -- you think it should have 
full cost? 

A. I certainly do. 

Q. And at the same time, and I wish I 
could think of a happier example, but at the same 
time you will move coil steel, sometimes called 
skelp, from Hamilton to Vancouver for 95 cents, which 
is not full cost in the same sense that you want 
full cost from grain? 


MR. SINCLAIR: Ninety-five cents per what? 
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MR. FRAWLEY: Ninety-five cents per hundred 
lbs. | 

A. I can imagine that. I do not happen 
to know the rate on skelp, but I can well imagine that, 
because if there is a portion over and above the 
variable cost contributed to constant cost of the 
movement of that skelp, then it is desirable to 
keep it on the railway, rather than lose it to the 
competition, which we would certainly do otherwise. 

Q. That is certainly right. And when I 
use that illustration, I do not want to be misunderstood 
-- sometimes I think I am misunderstood, and sometimes 
I think I am deliberately misunderstood by those who 
do not wish to understand me -- when I point my 
finger at the skelp, that does not mean that I think 
you should not keep the mill at Port Moody well- 
supplied with this skelp at that rate. Making a 
comparison that you have a situation which requires 
you -- let me just interrupt myself, again. You 
are not making that rate 95 cents because you 
particularly want to make it 95 cents? 

A. I am sure of that. 

Qe You would like to make it double 95 
cents if you could, and if the competition would 
permit you to do so? 

A. Certainly. 

Qe But that being the fact, you now say 
that this product that is not subject to any 
competition -- a product on which you have a monopoly 


of movement -- you want full cost. And, then, you 
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at the same time have to look at a rate like the 
skelp and many, many others, where you have to go 
away down below full cost? 

A. ..A8 you have stated it, I agree with you, 
Mr. Frawley. 

Qe You said that you must have your full 
cost because it is on the export grain, because it is 
a haul that is basic to the plant. 

A. It is certainly basic to the western 
plant. 

Qe Basic to the western plant. That is 
a modification that I am glad to see you make -- it 
is basic to the western plant because it certainly is 
not basic to the whole Canadian Pacific plant? 

Ae No, but two-thirds of our plant lies 
in the west, and I think it could be construed the 


way it has been said. 
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Qe And now, when you said that it is basic 
to the plant, again.there was a further definition 
which says that the western plant was constructed 
to maintain that grain. 

A. I don't agree with that. 

Qe I am glad you don't agree with that, 
because let me site you a few lines in western Canada 
which I know just a little bit about. In the lines 
lying west of Calgary and Edmonton, they were not 
constructed or maintained to haul grain. 

A. Not constructed to haul grain,. but 

~ they are hauling grain. 

Q. They are hauling grain because grain 
is a very important element in the economy. 

Ae And it is of the western movement, 

Q. You built some of these lines out into 
that mixed farming country west of the Calgary and 
Edmonton line? 

A. Yes. 

Qe There is a very fine hog producing 
area out west of Ponoka . Now, of course, and I 
think you being the realist that you are, you know 
that you don't haul many hogs out of Blind Man Valley 
at all. | 

Ae Well, I don't know what hog products 
we haul out of that particular territory at this time, 
but from what I see I suppose we were hauling some. 

Qe I suggest to you that that Alberta 
livestock going to plants moves largely by truckers, 


either the "for hire" truckers or the farmers 
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themselves. 
A. That has been the result of the 


competition. 
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Qe So that if you are hauling grain - I 
suppose you are hauling the grain out of the Blind 
Man Valley. No, there wouldn't be much doubt 
about that, largely - oh, perhaps entirely. 

A. I don't know the particular position 
there, but on the rates at which we haul grain I 
would assume that the trucker is not interested. 

Qe That mayl te so. If you are hauling 
grain now it is because of. the other purpose for 
which I suggest you constructed the line or the 
line was constructed, namely, the development of 
mixed farming and bringing the settlers in there and 
locating them on the land, that you have lost that 
to competetive forms of transport? | 

A. We may very well have lost some of it, 
and there is a shift in that, of cowse, but that 
could well be. 

Qe I am thinking of any area like that, 
and I am simply selecting it as being a good 
illustration of mixed farming in Alberta, with 

: maybe emphasis on livestock, and I put it to you 
that ioe lines were put out there to develop 
mixed farming. 

A. I don't know which section you are 
referring 60. Certainly the area west of C. & E. 
is@mixed farming area. 

Q. There is the Northern Alberta Railway. 
Now, you wouldn't say that the Northern Alberta 


Railway or the old, Edmonton-Dunvegan and B,C. Railway - 
ee ae ee eS . ‘ oe , 


you wouldn't say that those lines were built basic 


votuoredat ton wt scenes ont dtd ee 


aut tved ous Woy It .o8 af iysm Seat Do 

10% rr 
eit 10 omit oat 

to 


dgutd duel oven woy dele .basl end mo mend gnttsool 
eirogenesrd to samol svideseqmos ot 
vtt to Smoe geol eved [few Yiev yen ow 4A 


| | -od {Lew biwoo 
<tadd exit! sets wis ‘to gatas? m¢ I .f 

boog 8 3nhed eS tk guivoefee yiqmta ms I bas 

pie .StiedlA al gutmrst bexim to nottvaitevl [lt 


qoleveb of esedd dro duq otow sents eas tect 
goatmrst bextat 

9%8 voy noltose ddtdw worl t'aob I 4A. | 

+2 3 .9 to daow segs snd ylntsdred oF satinetes 

| .8908 gnterist bexims et 

-Vawitsh stisdlA overdtiow oft et ete? 0 

stxsdlA nedttol srg — yee t'nbivew voy . Wor 
- wewl baa ichtuattanel Beans. yi 


gedd sord .98-MFOO ‘to etadd mt dilsde -s at eteds bras 


woy od JL duq I bne ,aootesvtl no acemnaee edysm * 


sterito ont 29 camsoed at tt wou atexy |® 
omitesto: soy teeggue I dotdw 
goleveb ont . yfomsn -bedoungemoo esw ontl 
bis oxedd ot. eioliver ent antantud bas gatorsl boxin 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Crump , Cr. CXe 4057 
(Frawley ) 


to the grain industry. 

he Well, they haul grain out of the 
Peace River country. 

Qe They do, and they also haul livestock 
or would haul livestock 4f the truckers. wouldn't 
BAU 122 owt eA RE eh E SMR | | 

A. Probably we did, and still do, 

Qe Surely that was a railway that was 
a pioneer, a frontier railway, to develop the 
Peace River country. 

: A. It was built for that purpose, yes. 

Q. And the other one over on the east 
side that we are hearing now a little more about, 
that was certainly not developed to haul grain 
primarily? 

Ae No; 1 would say the Waterways 
section was built to develop that particular section 
of the country, a pioneer railway. 

Qe Now, Mr. Crump, would you look at 
your precis, please, and there are a few bits there 
that I would like to discuss with you. On page 
3 you say there about the middle of the page, the 
second full paragraph - I am just picking out the 


paragraph there - 


".. Canadian Pacific must earn from 

its railway operations a sum over and 
above fixed charges which will provide 
a fair return upon the equity capital 


invested in the railway enterprise." 
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Then probably along with that, in the 
same Pena ys would you turn over to page 6, because © 
there you cite that well-worn case of Northwestern 
Utilities in the Supreme Court of Canada, and where 
you take the piece that says that a utility, a 
public utility must be allowed to earn as large 
a return on the cepieal invested in its enterprise 
as it would receive if it invested the same sum 
in other securities; and there was an earlier bit 
also in the judgment in which they indicated that 
when you are looking at a public utility the 
important thing is the rate pase and the rate of 
return on the rate base, and you will agree, of 
course, Mr. Crump, that Northwestern Utilities 
operates on the rate base and rate of return concept. 

A. Oh, yes. 

Q. Whereas the Canadian Pacific, 
notwithstanding its best efforts in that regard, 
was not permitted to go on a rate base rate of 
return basis? 

A. Well, at least we established a rate 
pase satisfactory to the Board, and it does«provide 
another test. 

Qe But, you see, what I want to discuss 
with you is the consequences, because let's assume 
now that you should be allowed to earn 63 per cent - 
that is the figure that has been mentioned here - 
6% per cent on your established ey en investment 
account which you say is your rate base - I 


suppose we could call it a rate base as well as call 
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it your property investment account - but suppose 
you were allowed to earn 6% per cent on your rate 
base, a calculation was made here that that would 
require and entitle you to an increase, a freight 
rate inecreaseof 17% per cent to take care of that 
difference alone, the difference of the permissive 
level of earnings that you are now getting under 
the requirements formula and the dollars that would 
result in making the calculation of 6% per cent 

on your rate base, Now, Mr. Crump, if you assume 
that figure as correct - it is not intended to be 
accurate, it is only intended to be a rough figure; 
maybe you people have worked out one, because you 
are most industrious about those things, maybe you 
have worked out one for yourself. I have never 
found the Canadian Pacific short in that regard. 

So would you take my 173 per cent, roughly, or 

do you have a more accurate one? 

A. No, I will take your figure, because 
I haven't worked it out. 

Qe Now, what I am saying to you is simply 
this: would it be fair to assess an increase of that 
Size on the Canadian freight structure at the present 
time? 

A. In order to attain our permissive 
level of earnings? 

Qe That is right. 

A. Well, I think that in combination with 
perhaps some decrease in cost we might be able to 


attain that and still be fair to the economy. 
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Q. You think it would be fair to put 
17% on the freight rate structure as it now stands 
when agreed charges, just to take one segment, can 
take such an inconsequential part of any increase that 
the Board may authorize, and that is what I want to 
bring to your attention. Don't you think it is 
patently unfair to put substantial increases of 
that kind, however justified they are, because my 
assumption is that it would be justifiable to bring 
your permissive earnings up to where they should be. 

A. Well, of course, we have offered 
another solution here. If we had a just and reasonable 
level of rates on grain, that 174 per cent wouldn't 
be required. 

Qe May I say purely in passing, Mr. Crump - 
I don't know whether you know it or not - in the 
last three revenue cases the Province of Alberta 
didn't oppose your application for the number of 
dollars you wanted, but we did strenuously oppose 
the application offered on this distorted freight 
rate structure. 

A. I was aware of that. 

Q. Because there was a time when we used 
to complain about the number of dollars you spent on 
coal and ore wharves. 

Aw Yes; I can well recall a number of 
items, Mr. Frawley. 

Q. Those are in the days when we were 
really complaining about the general financial 


necessity, the need for these additional amounts of 
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money « 

A. Yes. 

Qe It is a peculiar kind of cross- 
examination, isn't it, Mr. Crump, and I am glad that 
you know that, that speaking for the Province of 
Alberta at least I have only been concerned to say 
thus far and no further until this freight rate 
structure has been straighted out. You are aware 
of that? 

A. Yes. 

Qe And I say it should be straightened 
out other than doing what you say to give you an 
adequate level of earnings. 

A. I understand that the terms of 
reference of this Honourable Commission is going to 
do just that. 

Qe Perhaps it is too bad we got off on 
the wrong foot, the Crow foot, perhaps, because 
there are so many other things in this freight rate 
structure than Crow. 

Ae In any event, all of those subjects 
in the terms of reference are going to be held, and 
it seems to me that we should look at that objectively 

| @ispassionately , and perhaps this is the sees ene do 
Mita ke | | 

Q. Perhaps you should permit me to say 
that the:werd Crow foot is a very honoured name in 
Alberta, 

A. I know a great deal of the history 
of Crow in Alberta. 
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Qe Would you turn to page. 4, because :there 
is something there I would like to ask ia noi 
' You say there that because of the statutory rate 
the railways have been under the necessity of 
attempting to recover increased costs from only 
a gegment. of their traffic. Now, Mr. Crump, that 
is the way you say it, but, rather, don't you think 
you should say that because of the forcing down of 
your rates from many causes you ee been forced 
to recover your increased cost from only a segment 
of the traffic. 

A. No, L don't agree with that, Mr. 
Frawley... I think it should be said as I have 
said it here. 

Q. Are there not some economic facts 
which have required you to get your increased costs 
from only a segment of the traffic? 

A. Oh, aes dar am not disputing that in 
the least. 

Qe A situation arises, and an excellent 
example was the most recent wage award that you 
were required to agree to, the one that resulted 
in a 17 per cent increase. That was a very real 
and definite additional number of dollars that you 
had to put into your wage costs. 

Ae It certainly was. 

Q. And you were not able to spread that 
cost equitably over the whole freight rate structure? 

A. No, no more that we have been able 


to in any of the increases since 1947. 
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Qe Perhaps it would be worthwhile, for 
the record, to examine very briefly some of the 
segments of traffic in addition, I may say, to the 
statutory rates, that you were not able to go to, 
to seek recompense for this big additional wage bill. 
Now, as to the passenger deficit, I suppose that 
it is a fact that some of those extra wages that 
you had to pay were wages for personnel engaged 
exclusively in the passenger traffic? 

A. Yes, some of them would be. 

Qe But that part of the revenue couldn't 
take any increase, 

Ae Well, that is a problem that is within 
control, I think, and will be controlled in the 
reduction of the passenger deficit. 

Q. Yes, I quite understand the distinction 
that you make, but just dealing first with the 
bare facts before they are touched up at all, the 
bare fact is because of the very nature of that 
operation, being a deficit operation, you couldn't 
go to your passenger fares and say there will have 
to be, because of these extra wages, a 10 per cent, 
15 per cent increase in fares. 

A. Yes, that is correct. 

Q. Your passenger officers are striving 
to get people to get on the trains and to do that 
they are reducing the fares rather than increasing? 

A. Well, that reduction was an experiment, 
an experiment only, to see if people could be 


attracted back to the rail. It is rather difficult 
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to say at the moment what effect it has had, The 
month of November was completely distorted by the 
Grey Cup and, of course, the month of December by 
holiday traffic. But as I see it at the moment, 

I don't think that the experiment has been a success. 

Q. Then we go on to another segment, 
and that is agreed charges. Just think, Mr. Crump, 
when you are thinking of it in this context, some 
agreed charges have been moving traffic since 1954. 
without having taken a single increase. Just think 
of those. They certainly haven't been bearing their 
proportion of the increased costs. 

A. There may be some, 

Qe And as many of them as there are, 
that is another segment of the traffic, through no 
fault of your own, where you cannot go to distribute 
these extra wages. 

A. That is one of the segments, as I 
mentioned here, that perhaps the statutory rates -- 
which, of course,. bear no part of tnese costs, but 
there are other segments that, in order to get 
the traffic on the railways, perhaps the rates have 
not been increased, but they are meeting their 
variable costs and their contribution to constant 
cost. ! 

Q. Because you cannot get what you mead 
like and because you cannot put automatically these 
increased costs on the various traffic, I don't 
suggest for a moment that you should become 


frightfully annoyed about it.and refuse to carry 
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the traffic. 

Now, the third one is competitive rates. 
I put it to you that there are competitive rates, 

a good lot of them, your traffic officers have told 
us about which received increases which had to 
be removed almost immediately. 

A. Yes, that is a fact. 

Qe That again is the force of competition. 

A. Correct. 

Qe And then there are some - I don't know 
how many - that your traffic officers had planned 
to put on, in all honesty had planned to put 
increases on, and the circumstances were that just 
pefore the effective date of them they had to 
withhold them and didn't put them on at all. 

A. I would say there would be a few of 
those. 

Q. That is another facet of the situation? 

A. Yes, 

Qe That traffic which couldn't take 
inereases which resulted directly from the wage 
inereases, then that traffic isn't bearing its 
fair share or any share of the increase which you 
required at the time of the 17 per cent increase. 

A. Yes, within the wording of your 
question it is in the same category of the statutory 
rates; it doesn't bear any part of the increase. 

Qe And you wouldn't be surprised to 
know that your fourth segment of traffic is the 


export grain. The export grain rates, therefore, 
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take their place side by side - I put them No. 4; 
you probably put them No, l. 
A. We differ on the order of their 


priority. 
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(Frawley ) 


Q. We differ in where they are in the 
period, but they are all in the same period; the passenge 
deficit, the agreed charges, they can't take an increase 
or can't take a substantial increase, and the competitive 
rate, that can't take a reliable increase, and also the 
grain rates, and I put it to you, Mr. Crump, from the 
standpoint of equitable distribution to increased costs 
they are pretty well in the same boat, and all of them, 
through no fault of your own? 

A. Yes. The degree of that inequity, of 
course, is the factor that concerns us most. 

Q. And I suppose that you are aware and 
sufficiently comprehensive in your objective, Mr. Crump, 
because I can't think of anyone more so, that what is 
a serious degree to you might be the opposite of a 
serious degree from the standpoint of the shipper, and 
I will put it this way, that there must be shippers 
who have to stand the full weight of increase after 
increase after increase since 1946 that know perfectly 
well that other segments of the economy and other 
movements have not had to bear the same increases; you 
are aware of that? 

A. I think it is a perfectly natural 
situation which exists throughout our economy. The 
buyer's viewpoint is different from that of the seller. 

Q. And it is pretty important to a shipper 
who would have to -~ whose traffic, the goods. in which 
he is interested moving at class rates, which takes 
all of the increase, one hundred per cent of all the 


increases,-and he might feel there was something 
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pretty wrong about the freight rate structure that 
permitted industry, good prosperous industries, to 
have rates which didn't bear the constantly rising 
costs of the railways? 

A. Well, I can understand your question 
very wells the answer is what puzzles me, as to how 
that is going to be solved, and I think that is part 


of the purpose which we are here for. 
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Qe That is just what I was going to say. 
Perhaps we look at these gentlemen and perhaps that 
is what the Governor--in~Council has put on their 
shoulders, | 

Just to give you a homely example that 

comes to my mind immediately. I ama farmer out 

in Saskatchewan -- no, I am not a farmer in 
Saskatchewan; a farmer out of the mixed farming 
country west of the Cc. & Ej. I ama farmer, and I 

am bringing in farming machinery from Moline, Illinois. 
As you know, there is no tariff against bringing 
that farm machinery in from the United States. And 
I Pind when that farm machinery reaches the Canadian- 
American boundary it then has to pay a full class 
rate, and has to pay 100 per cent of all the 
increases that you have to give to the Board to meet 
your increased costs, That is a factual situation. 

A. Yes. I am giad to hear of an incident 
that does bear alli of them. 

Qe Even if it is the poor sod duster 
out in Alberta? 

Ae Now, there are many other poor people 
in the same classification in Canada, It is not 
confined to the poor sod duster. 

Qe Now, that same farmer, then, knows -- 
if he knows anything at all about the course of 
transportation and freight rates in Canada -- knows 
that due to the agreed charges which honey-comb 
eastern Canada, that large manufacturers are moving 


their goods from branch plant to branch plant and from 
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factory to branch under agreed charges, which in 
the nature of things can take a very small part 
of any increase that you must have to carry the 
burden of your increased cost? 

Ae Well, I think the agreed charges 
are certainly contributing full constant costs. 

Q. But they are not contributing full 
cost? 

A. I would think so, overall. 

Qe Oh; well, overall -- overall, I do 
not know. I do not know how you work that out, 
but probably you mean that there are enough millions 
of dollars in all the agreed charges. 

Ae That is my opinion. 

Q. But there are agreed charges, and 
plenty of them, that you have forced down. And, 
again, I do not have to repeat it -- you have had 
to do it to keep the business on the rails? 

A. In both east and west, not only the 
CAST. 

Qe And right in the Province of Alberta 
there must be lots of them? 

As I would think so, with the competition 
we have there, 

Qe You have lots of motor truck 
competition there, and there are many of them there, 
and whenever I give an example of skelp moving from 
Hamilton to Vancouver, I am not doing it to hide 
my head in the sand. I realize that there are lots 


of agreed charges now into Alberta. 


ined iithing wrsv * ‘oalsd a8 
| add erase. a oved anal de 


| : rn - i" 
BRQUSLS pains eit slercbelst Fa ite, oA . rita a 
 yedupe dasdanoo Lier Snidud trtaeo vant at 
Lie galivdiastnes Jou ats. odd tom. 


-Llewevo .oa xaitds binea I. oh 
ob- I ,fiiswéve -~ Bieneve i flew 40 « ag [pti cll 


.jgo dads Asow soy wed worl gon ob I worm don 


ee 
2 ot —_ 7 4s 

; 2: 

- 

3 

B,; 


mtifio odevene eve evedt decid SOM OY, vldsdorg. ted 
fa wegiedo booxgs ext ifs ot stalled te 
| stohaige wa af gaat aA vey vad 
bits «Beg isso bhosuns ete avedt Ive «f ‘4 Sag, | 
«bok ,fwob beor90t ewvad woy dels _ send ‘Xo Ytrolg a Ke 
bari oven Noy «=~ tk gseqet oF evad gen ob x heas 


Seliss edd mo sventagd elt qeed oF ti ob oF io Dh 


ee ~ ae - 


eit vino ton .ceow Das geese cived wm sh | is 
tase 
sinediA to sonkvord edé mt delgtt betd me) 304 | ae 


a 
a 2 
ci 


tmadt to atol od damm eredt 


=] 
}. - r £ al o ol < 4 7 _ 
sotiicgeames sit dtbe ,.oa Make biwow I oA 24 & + mei 


a 
i 


oe 
3 


¢ 
r 


a 7 
l 
- 


» . 
ee 


“ saredt over. ow 7 | 
dots Woseut ‘te etol evar! woY 4D | ay: 7 
a 4 Stedd naat To Yatsm sts eaesdd DEL eo trade mottiteqnen, i, 
ear 


mort satvem afoele Yeo eLqnise as evig I. toveriedw \B 
ebii ot tt aed. on me ZI «tevsoonay ot bees 


* ANGUS, STONEHOUSE & CO. LTD. 2 a 
TORONTO, ONTARIO “Cpradiay Xe 4071 


Now, on page 10 -- perhaps we might go 
to page 10 -- and I ask you to look at the sentence 


at the bottom of the page in which you say: 


"The railways with the existing cost 
of providing transportation can no 
longer afford to exempt the largest 
Single segment of their traffic from 
bearing a fair proportion of 


transportation costs," 


Now, you seem to be fond, Mr. Crump, of 
speaking of the export grain rates as the largest 
single segment, And I do not say you do that just 
out of fondness; it is because that is how you 
regard it. But I find it difficult to understand 
why any segment -- any segment of your traffic -- 
Should go free from bearing its burden of these 
constantly increasing costs of transportation, 

As I wish every segment could be made 
to bear its full proportion of cost, but unfortunately 
that is not the practical situation, 

And to answer the first part of your 
comment -~ your inguiry -- that you find it difficult, 
After all, in moving the export grain, in 1958 
we did 27 per cent of our work done in freight, and 
I cannot be but unaware that it is the largest 
Single segment of the work done, 

Q. But now you spoke, somewhere in 
your precis -- and I will not bother to look it 


up -- that you would really like to see a conclusion 
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to the controversy in western hebd aniaserte this 
question? 

A. I certainly would. 

Q. Now, Mr. Grump, is ait that the 
basis of the complaint in western Canada today -- 

a feeling that you have singled out Crow's Nest 

grain, but when you come to the passenger deficit 
which, to us, just represents minus dollars, just as 
much as to you the Crow rates represent minus dollars, 
you single out the Crow rates for aid, and then you 
claim the prerogative of management with regard to 
the passenger situation, 

I put it to you that that is tle complaint 
in the west, and I wonder how you are going to stop 
that feeling of discontent in western Canada? 

Ae I do not know, Mr, Frawley, how we 
are going to stop that feeling of discontent, but 
there is a vast difference in what you are talking 
about here -- the two particular instances that you 
took; the one of the statutory rates which are 
statutory and have been set by Parliament, and which 
we have no means of controlling; the other is a 
managerial problem, and if management does not solve 
that problem, then management will have failed and 
with all the implications on that, so that, to 
my mind, they are two completely different 
situations. 

Q. Mr. Crump, this is all very interesting, 
put, of course, you and I will not settle it this 


morning because there is this conflicting point of 
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TORONTO, ONTARIO 


(Frawley ) 


view. But I would certainly like, and I am very 
glad to have the privilege. of exploring it with 
you. 

“What is the difference between the 
constantly diminishing revenues from your passenger 
operation which is not controlled by statute and 
the unsatisfactory state of affairs in export grain, 
which is the result of statute? At the end of 
the year, the minus dollar position -~ one is just 
as real as the other? 

A. One is just as real as the other. I 
think perhaps I would agree with that, Mr. Frawley. 
But the real difference is this: That we can 
do nothing about statutory rates under our present 
legislation, We can do a great deal about passenger 
rates -- the passenger deficit, as you term it. Now; 


if all passenger service ceased on Canadian Pacific, 


then that deficit would disappear, and that is the 


échdtiasabten veoewenweou 

Qe But, now, Mr. Crump, before that were 
done ~- and I do not know how realistic you are 
about that -- before that were done, there would be 
a roar that you could hear from the Atlantic to the 
Pacific expressed in Parliament that this must 
be maintained in the national interest? 


Ae More controversy? 


Qe Well, hardly controversy -- just one- 
way controversy -- just, say, "don't let them stop 
the passenger trains", Isn't that what the 


people would say from one end of Canada to the other? 
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A. I have no means of telling what 
Parliament would do, but if Parliament said the 
passenger trains were not to stop and make it 
statutory -- not a mere announcement, but 
statutory -- then, passenger trains would not stop. 

Q. Well, I knows but they would not 
have to actually make it statutory -- just a nod 
of the head in the right direction would be 
sufficient to keep passenger trains going? 

A. I disagree with that. 

Qe As far as you think, it would take 
more than a nod of the head? 

As I surely do. 

Qe I would like to suggest to you that 
you just cannot do anything about this passenger 
thing -- and you were fair enough to say, just as 
I would expect you to, and you did not try to hedge 
or make out any kind of a case contrary to the one 
that exists when you said the other day that 
you could not honestly see any change in that 
downward trend of the passenger operation. We 
start with that. You have finer and better highways 
being built all over Canada. 

Ae I could not agree more with that , 
particularly the Trans-Canada highway, which is 
interesting to look at. You will find, if you 
look at the map, that from the Ontario-Quebec border ~- 
and, of course, there is no Trans-Canada highway 
in Quebec, or contemplated at the moment -- from the 


Ontario-Quebec border to Vancouver, British Columbia, 
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with the exception of one hundred miles, is built 
right outside of our right-of-way fence, and 

not one mile -- with the exception of the one hundred 
miles between Thesselton and Chapleau -- not one 

mile of new territory is open. 

Q. Me. Crump, I very well remember our 
dear friend, George Walker, appearing before the 
first Turgeon Commission and expressing the views of 
his company with regard to what the Trans-Canada 
highway would probably do to the passenger revenues -- 
and I think he did not limit it to passenger revenues -- 
of his radiway. 

A. The revenues, I would say. 

Qe The revenues of his railway? 

As Yes, 

Qe And you have the same views, of course, 
entirely? 

Ae IL surely do, 

Qe That is ai economic fact of life that 
the Canadian Pacific has to live with? 

A. Yes, The only unfortunate part I 
see in that, Mr, Frawley, is that we have to Pive 
with it and our competitor does not. 

Qe Well that, again, is another reason, 
But, again, I put it to you -- I may as well put 
it to you; there is no use of taking five minutes 
to do so -- why are you so shy about asking for 
Federal assistance there, particularly having made 
that statement you made a moment ago, that the 
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have put this Trans-Canada right:down along that 
Canadian Pacific right-of-way, all through this 
country. In the view of that, why cannot you 

say to the Government of Canada, if you want these 
trains to run side by side with your highway, 

you had better look after us, just as you have 
looked after us with regard to the Crow's Nest rate? 

As If they said we had to run those 
trains, that would be a different matter, But they 
have not said that. 

Qe They have not said that. But you 
have not any ee intention of suddenly cancelling 
J...2 Lhe Ganadian? 

A, Ohi - 

Q@. Don't cancel it before next week, 
because I have to get out. Don't tell me to go 
on C.P. railways, because they do not come down 
to Alberta, 

Ae That is to our regret, also. 

Qe Well now, you do not intend to take 
that off soon, though? 

Ae I would prefer not to make any 
definite statement on that at this time, 

Qe Oh yes. This is not the place, 

But, as I say, as long as you feel under 
the compulsion -- and when I say compulsion, I mean 
it as a particular word, and not statutory 
compulsion, government compulsion, but just a great 
sense of duty and obligation to the people of Canada - 


as long as you do continue your passenger services, 
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then I put it to you that that compulsion is just as 
strong and the revenue position is just as real 
and just as much in need of assistance as the Crow 
rate deficit. 

Ae. ‘Well, I do not think we can agree 
on that, Mr, Frawley. 
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Q. On page 12, Mr. Crump, you say: 

“fIf£ recognition is not accorded railways’ 
necessity to secure adequate revenues for the 
movement of export grain from Western Canada, 
the intensity of the railway problem will 
continue to increase, to the detriment of 
all Canadians and the shippers of all com- 
moditiess:grain included, " 

Could not you say, Mr. Crump, more apprpriate 
ly, if you will allow me, if the non-competitive traffic, 
if the hard core of the non-competitive traffic -~ that 
is, the class rates and non-competitive commodity rates 
-~- continues to shrink, and more and more traffic has 
to be carried at rates returning less than full cost, 
then the intensity of the railway problem will continue 
to increase? Isn't that just as good a way of saying 
what you say in that paragraph? 

A, Well, I don't think so. I think the way 
I have stated it, from my viewpoint, is completely cor- 
rect. 

Qe But that is what is being intensified 
every time that that traffic shrinks. You can see how 
it is shrinking by looking at the Judgment of the Board 
of Transport Commissioners of December 27th, 1957, 
because on page 28 there is an interesting table: you 
don't have to go to that, Mr. Crump; you have it, I 
was going to say, in your little black book, but I 
will say in your big black book, and you lnow how 
that hard core of non-competitive traffic is shrinking. 
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A. That is part of the intensification. 
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Q. Yes, and that is a very important part 

of it, It doesn't please you to see that the only 

_ traffic you are absolutely one hundred per cent sure 
of as a place to go and get your increased costs is 
constantly shrinking? 

A. No, I am not happy about that, and that is 
why we feel as I have said here. 

Q. And that is where the intensity -- and 
we don't want to get into an arareise on sematics here 
-~ that is what is intense, the fact you have to go 
every year to a smaller and smaller segment of your 
traffic to assuredly get your increased costs? 

A. Well, as you say, we don't want to get 
into an exercise in sematics, but that intensity would 
increase if we had a reasonable rate on statutory grain. 

Q. Yes, it could increase, but it certainly 
would not change the two things that you are really 
concerned about, and that:isvthe preference of the 
shipper for highway transport and the preference of 
the traveller for either his own motor car or the 
aeroplane? 

A. Well, of course, carrying that statement 
to the ultimate, the railways cease to exist. 

Q. They don't cease to exist: they may cease 
to exist without government aid? 

A. They must. 

Q. All right. 

A. If the passenger prefers air and the 
shipper prefers highways, then the place of the railway 


in Canada has disappeared. 
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Q. All I am saying is those may be just 
the inexorable effect of the hard economic facts you 
have to live with, but I am challenging your reaching out 
and taking the Crow's Nest grain rate and saying, "Give 
us an income tax remission for this and leave the big 
passenger deficit, which is increasing all the time, to 
management "'? With all respect in the world to the 
management of your company, which is as rine as any 
management in Canada, I say that is not realistic. 

A. Well, first of all, I would like to 
correct one part of your statement, that the passenger 
deficit is not getting worse all the time; and the 
secondc one is, I again don't agree with you. 

Q. Have you got the 1958 passenger deficit 
in your little black book? 

A. No, I haven't. 

Q.. Or for 19577 


A. No. 
Q. 19562 
A. No. 


Qe And there is no use asking you for the 
1959 one? 

A. Quite right. 

Qe You have answered the question the way I 
asked it: you have not got it in your black book? 

Ae».,. That..i8, right. 

Q. You may have some other books in Montreal, 
but not here. 

There is another bit here on page 12, at the 
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"Canadian Pacific management is concerned 
with providing transportation service at the 
lowest possible cost and is also concerned with 
the equitable distribution of that cost over 
the various types of traffic which move on the 
railway." 

Before I go to that question,may I say to the 
Commission that, dealing with that table on page 28 of 
the Decision of the Board of Transport Commissioners 
of December 27th, 1957, which is commonly known as the 
15% Case, that I gave to the secretary the figures which 
I obtained -- and they are readily available -- but I 
gave to Mr. Anderson yesterday the continuing years, 
1957 and 1958. The table stops at 1956, and I have 
given Mr. Anderson the same figures for 1957 and 1958, 
which I obtained from the Board, and the 1959 figures, 
I am informed, are not yet available and will not be 
available for some months. 

I read that bit to you, the last paragraph 
on page 12? 

A, Yes. 

Q. Excuse me, there are three pieces on 
page 12 that I noted that I wanted to ask you about. 

I will come to that one in a moment. There is one 
a bit further up the page: 

"The Board of Transport Commissioners has 
the duty of determining a general level of 
freight rates which is just and reasonable to 
both the railways and their customers. The 


Board has been seriously hampered in carrying 
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out this duty by the fact that the rates on 
grain moving to export positions in Western 
Canada are removed by statute from the control 
of the Board." _ 

How is the Board hampered, Mr. Crump? i 
don't quite endanetend the use of that word "hampered"? 

A. Because, precisely in the manner 

‘in which your questions were directed a short 
time ago -- and I have to return to what you refer to 
as the time-worn phrase, that that largest segment of 
traffic is excluded from their deliberations. 

Q. Well, if they are hampered, they would 
be equally hampered by the other segments, smaller but 
nonetheless important? I put it to +e; Mr. Crump, you 
have to look at how the Board deals with freight rate 
increases. We can go to that 15% one or to the 17% one, 
and you are aware that the Board, when they make an 
Order fpatowinn the finding that you need more dollars, 
they make a permissive authorization to you to increase 
freight rates? 

A. Yea, 

Q. And that means that you are free, within 
your own good managerial discretion, to apply or withhold 
the increases? 

A. Well, we wowld not have applied for per- 
mission if we intended to withhold them. 

Q. I put it to you that the only reason 
you have to apply for an increase is with respect to the 
class rates. Now, I don't mind telling you -- andl 
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to that. I put the general proposition to you, as I 
understand the situation: the ceiling rates cannot 

be increased except by an Order of the Board, and that 
you understand? 

A, Yes, 

Q. But every rate below the ceiling, by its 
very nature, can be increased to the ceiling and without 
any offence against the Railway Act? 

A. As I understand it, . 

Q. Yes. That being so, the only sure 
increase is the increase in the class rates and the 
non-competitive commodity rates. L put “10° to “you that 
the Board is not hampered at all because -- it can't 
do anything about the statutory rates on grain at all, 
except comment on it from time to time --- 

A, Which they have done. 

Q. And others much more volubly than others; 
but, other than commenting on it and calling attention 
to an obvious fact, they just proceed to authorize you 
to increase the rates other than the statutory grain 
rates? 

A, Yes. 

Q. So, I put it to you that the Board is 
not bothered at all about the fact that you can't in- 
crease the statutory grain rates by law, and that 
probably you will have difficulty in increasing some 
of the other rates by force of economic facts? I put 
it to you the Board is not hampered by virtue of those 
two things? 

A. I believe it is. 
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TORONTO. ONTARIO Crump, ecr-ex 4os4. 
(Frawley ) 


Q. Well, how is it hampered in view of the 
fact it only grants permissive authorization? It 
simply says, "You may increase these rates." 


THE CHAIRMAN: I think that is a matter of 


argument now, The difference between you is clearly 
delineated on the record and you can argue one thing 
and Mr. Sinclair another. 

MR, SINCLAIR: Yes, I would certainly argue 
differently from the way my friend dealt with some of 
these matters, but not now. 

MR. FRAWLEY: Qe I put it to you that the 
real frustration of the railways is not being able to 
increase the Crow's Nest rates, and having to face 

the fact that many other rates held down by competition 
cannot be increased either? 

A. In the order in which you have put it, 
I agree with you. 

Qe But it has to be in that order? 


A, In my opinion. 


-~--Short recess. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Crump, cr-ex 4085 
(Frawley ) 


Q. Now, Mr. Crump, I can finally get to 
that bottom part of. page 12 where you say that you 
are concerned with providing transportation service at 
the lowest possible cost and that you are concerned with 
the equitable distribution of that cost over the various 
types of traffic which move on the railway. 

Now, Mr. Crump, I think you will have to admit 
that you have failed to distribute equitably -- again, 
through no fault of your own -- to distribute equitably 
that cost which is the cost of providing transportation 
service. I suggest that you have failed, and I will 
now direct your attention to one or two places in 
which you have failed and I will start off,you will be 
very glad to know, with the export grain rates. You 
certainly haven't been able to distribute equitably 
over the export grain rates the cost of providing 
transportation service; at least, that is what you main- 
tain? 

A. I certainly maintain that. 

Q. And I put it to you tuat the Canadian 
portion of international rates, which is a division in 
the case of your railway, that the Canadian portion 
doesn't bear increased Canadian wage costs or material 
costs or any other Canadian costs? 

A. The international rates are increased as 
the American rates are, and as such I think bear a 
portion of the costs. 

Q. I put it to you that they are increased 
when the ICG ordered them to be increased, and I 


wouldn't suppose that the ICC increases the rates to 
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, ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO Crump, cr-ex 4086 


(Frawley ) 


arrange for the proper payment of Canadian railway work- 
men? 

MR, SINCLAIR : Mr. Chairman, this has been 
said more than once. My friend is not saying, I am 
sure, that the ICC.orders the Canadian rates to be 
increased, the Board orders them, 

THE CHAIRMAN: The Board adopts them. 

MR. SINCLAIR: The Board issues the Order, 
the Canadian Board. 

MR. FRAWLEY : Q. It may very well be that 
the Canadian Board parrots the ICC, but what I am 
conmeserned about is to examine the character of the 
increase by whoever authorized it. I will put it 
to you very specifically: you move many things, you 
move farm machinery from the Chicago areainto Western 
Ontario on single factors of joint through rates, not 
on a combination but on what are called international 
rates. Well, I know that "international rate" is a 
proad term; they move on joint through rates? 

A. Yes. 

Q. Well, now, they don't move up under 
Canadian Board authorizations? 

A. Well, they move up. 

MR. SINCLAIR: Me. Chairman, the Board's 
Orders in respect to this matter are on file, and my 
friend states to the witness that they didn't move up 
under the Board's authorization. Well, now, he and Il 
can argue that. | 

THE CHAIRMAN: There will be no argument there, 
Mr. Sinclair. The point is that the Board adopts the 


ee 


| 
| 
| 
| 


,oiteds Selon Us om 9¢ rien exsat + WAMITIAHD Sut 


i By ; in is m ‘ j ,] 
a : ; fa se ie ait oh ik ue A 
Lee | iia ; 7 ie a 
para etna in ne at ego 


Os 


: > ” ‘i ee x ay Re a rm i ‘ ' ; bs “4 ‘ 7a My a 
es a> > ey, *. ty “es : ee 5) eS ate 
LTSb10 orld or i : 


dedd of Clow ey eur at oo Neawaat Jan | 
me L teri dod) OOL ent atowtsg iit. nstastlt With ; 
oft to sevsazedd od exttnitns oo BI duods Bemsenoo [et 

jt duq Efiw Tt vat Ben gnontual derectit’ yd enaitentt ler ‘i 
| ciisotttesqa rev woy et |i 
mateew OvaE gos ogno lay: edit toxvt yrenttosm mst evom 
tom! (eeder rguordd saret) to ‘etoile fgniea ao ofmstaO | 
Instotvenvedat betfso sie dédw ho did moktentdmoo “sto | | 
s et "sist Isaottdsnretat" dedt wom I flew aster 
faotex davotds: Jenoy ie evom yeds pared baowd 

| Saas jer 

Tebriy ur eved dhaob tant .Won Liew * ae _ ‘los 
Vrs 
By 


Woy, again Yom evom Voy + 


fa sotdes Modsue br808 ne tbarsd 

qe evem yodd yifew <A 

a'hrsod ont  aenebsdd .a AON Je 
yr brs . sik MO 98 oddom ald oF toeqeot ai arebx0 
qu event dabth yer dante atondiw ed¢ od sedade basta? 
I bas of pwor ,ffow - no bias Boaters a'biso& ort rebry > 
-Jedt epgus aso |? 


éxie acvqobs bysod ont Sede et datog eat ~acusll , : : 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Crump, ecr-exX 4087 
(Frawley ) 


increases put in by the ICC, and makes the Order accord-~ 
ingly. 

WR. SINCLAIR : And for the reasons that have 
been exhaustively inquired into and stated and the fact 
we may as well make this clear; it has been covered by 
other witnesses, they have said that they have taken 
their increases before and that it is demonstrable that 
on these rates they are equitably sharing the increased 
transportation costs. The Board knows that it has 
been into it, there haye been special inquiries into 
this factor and it has all been gone into time without 
number, both with government officers and with the 
Board when the rates were frozen, and I just bring 
that to the attention of the Commission, that when the 
rates. were.frozen, notwithstanding that it vws 
necessary to take action with respect to the inter- 
national factors for the reasons given. 

MR. FRAWLEY: Q. I am not talking about 
the form of what happens, I am talking about the sub- 
stance, so I will put it to you this way: the rate on 
a shipment of pulp from a Quebec mill to Thorold, 
Ontario, would take its full share of the increased 
wage costs through the freighy rate increase? 

A. Yea. | 

Q. And a shipment from the same Quebec 
mill to Buffalo would not take any increases authorized 
by the Board as a result of increased Canadian wage 
costs? 

A. It would have taken it at some previous 


time or some time afterwards, but as you have stated 
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~ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO Crump, er-ex 4o88 
(Frawley ) 


the problem, yes. 

Q. It would not have taken at any time a 
freight rate increase due specifically and wholly to 
a Canadian wage increase? 

A. I agree with that statement as it is 
stated, 

Q. Now, I will put this to you, and I am not 
being offensive, I am sure you will understand that, 
but where you have signally failed in equitable distri- 
bution of these costs, the third one is that agreed 
charges do not share rateably with the class rates the 
burden of increased costs? 

A. Not with the class rates, but they do 
contribute to the burden of increased costs. 

Q. Don't you think that is particularly un- 
fair, Mr. Crump, that the shrinking class rate traffic 
should take one hundred per cent of the rate increase 
due to increased Canadian wage costs, while the ex- 
panding? agreed charges traffic should take one and 
three-quarter per cent, on your own evidence in the 
17% case? 

MR. SINCLAIR : That is not our evidence; that 
wasn't the evidence. The evidence was that that figure 
was there only because it reflected at that time the 
automatic escalator clauses and it was stated in that 
evidence, and my friend knows this, that renegotiations 
would take place and there have been traffic witnesses 
in that box in these proceedings who have said these 
renegotiations did take place. 

THE CHAIRMAN : Renegotiation apart from the 
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~ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Crump, Ccr-ex 4089 
(Frawley ) 


escalator clause. 

MR. SINCLAIR: Also, that the large change 
in the escalator clause gave effect to that, but the 
one and three-quarters was explained when the witness 
put in the exhibit to which my friend is referring, 
58-22, in the 17% Case and that was only the ones that 
then had escalator clauses that would take effect 
immediately. 

THE CHAIRMAN : You say that is attributable 
only to the escalator clause? 

MR, SINCLAIR : Only to the type of escalator 
clause that was then on the agreed charges, and in the 
light of the ones that were there at the time of the 
contracts, this one and three quarter per cent. 

THE CHAIRMAN : Not a modified one? 

MR. SINCLAIR: No, 

MR, FRAWLEY: Q. I don't want to interrupt 
my very interesting cross-examination of Mr. Crump by 
getting. into an explanation about Exhibit 58-22. For- 
get about this exhibit which worked out the percentage 
of 1-3/4, and later in Exhibit 58-22 it is the estimated 
result of a general freight rate increase of 19 per cent. 
In the Canadian Pacific's own exhibit we have an item 
on line 5 "Agreed Charges", and. the first thing done 
to estimate the revenue is that it is broken down into 
two parts, the first portion is November 1 to December 31, 
1958, and that is $7.6 million, and then the second part 
is January 1 to December 31, 1959, and it is $48.4 
million. © The next column is "Increase" -- this is not 


my exhibit, it is Mr, Sinclair's exhibit -- the next 
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~ ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Crump, Cr-ex 4.090 
(Frawley ) 
columm “Increase, See Note". I will go across the 


page taking the estimated revenue yiéld, which is the 
second half of the exhibit; it is estimated revenue on 
one side and here is estimated revenue yield, and this 
is what they expect the agreed charges -- not some 

kind of agreed charges, but agreed charges -- that is 
what they expect to yield in the seleeted 13-month 
period, November 1 to December 31, 1958, $769,000. 
January 1 to December 31, 1959 -- I am sorry, I was 
reading on line 4, and I will keep to line 5 -- November 
1 to December 31, 1958, $78,000. January 1 to December 
31, 1959, $475,000. Total, November 1958 to December 
31, 1959, $553,000. 

Now, those are the dollars. The footnotes, 
there is a footnote opposite that and the footnote is, 
"Note: Estimated revenue yield as calculated by 
applying 19% increases to agreed charges containing 
escalator clauses." 

Now, as I said before, it seems too bad that 
I shall have to stop and argue this, but to me that 
was:.the whole story which the Canadian Pacific could 
tell on that date with regard to the money that they 
expected to get. 

Now, they have filed Exhibit 78, which indi- 
cates that they have renegotiated some agreed charges, 
and they have told us the ones that have the 21 per 
cent increase, that is all history, as of the date of 
Exhibit 58-22, but, in any event, we have exhibit 78 
and I am quite content that the Commissioners should 


look at Exhibit 78 and put a value, put a proportionate 
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~ ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Crump, Cr-ex 4091 
(Frawley ) 


value on Exhibit 78, and the power of the Canadian 
Pacific and the other railway to increase its agreed 
charges, I am simply putting it to the witness in con-~ 
trast. 

Now, Mr. Crump, in view of Mr. Sinclair's 
objection, take this 1-3/4 per cent of mine, subject 
to everything uae Mr. Sinclair said -- perhaps that 
is the best way to get on with the question, and I will 
put it to you again because I have a note of it-- isn't 
it particularly unfair, Mr. Crump, that the shrinking 
class rates traffic should take 100 per cent of the rate 
increase due to increased wage costs, while the corres- 
ponding agreed charges traffic should take 1-3/4 per 
cent, subject to my friend Mr. Sinclair's explanation 
on any such increase, what do you think about these 
two figures, 100 per cent and 1-3/4 per cent, or double 
that, if you like? 

MR. SINCLAIR: Or six times it. 

MR, FRAWLEY: Q. You don't six times it on 
Exhibit 78; that is why I will not stop and evaluate . 
Exhibit 78, but in any event, what do you say about the 
shrinking class rates, taking all of the increase and 
the expanding agreed charges taking, well, infinitely 
less than 100 per cent? 

A. I don't think it is unfair, Mr. Frawley, 
because the exigencies of the situation make it neces- 
sary. 

Q. That is right, and I again preface that 
question to you that I don't point the finger at you 
and say that that is bad management, but I put it to you, 
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and you will pardon again the use of language that might 
seem even the slightest bit colourful, but I put it to 
you that through no fault of your own you are making 

a pretty poor job of equitably distributing the cost 

of running the railway? 

A, Well, Mr. Frawley, we are trying to do a 
job on that, but we are prevented for many reasons, as 
we have explored here this morning. As to the 
definition of unfairness, I don't see that it can be 
called unfair if there is no other way of doing it. 

Q. Now, I just want to read you for the 
record a couple of figures, that is all, Mr. Crump, on 
page 29 of that 15% Case and I will not bother to do 
any more than just give you the two more recent figures, 
subsequent to 1926; it is just in support of my pro- 
position that there is a shrink going on in this non~ 
competitive traffic, and I put it to you that the table - 
have you got a copy of that for Mr. Grump? Tt is 
page 28 of the 15% Case. | 

You see from the figures that the Board uses, 
going on on page 29, and I will not bother reading that 
to you, I just want to give you the figures, they 
calculated from 1956 the traffic left, as they say, the 
traffic left for consideration by way of increaged 
freight rates. You would have to go to page 29 for 
that, Mr. Crump, and you will see there in that first 
paragraph they make a short calculation and they come 
up with a figure of TaD per cent of Canadian 
traffic left for consideration by way of increased 


freight rates, and I just want to give you the. ones 
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Similar to 57.5 -- this is 1956. 

MR. SINCLAIR : I have that written in on 
my book, 

MR. FRAWLEY: Well, 1957. 

MR. SINCLAIR : Just a minute. I have them 
all written out. It is the ones which I have written 
in in red. I don't know if they are the same as Mr. 
Frawley's. 

MR. FRAWLEY: It is 57.5 for 1956, 

MR. SINCLAIR: Just let him check them. 


(Page 4097 follows) 
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Qe Well, that is the Board's own figure, 
57.5 in 1956. In 1957, my calculations show that 
it is 57.3, just very slightly down. 

Do you see how that is calculated? I will 
tell you how I calculated it, Mr. Crump. You take 
the Crow rates, 9.9 million, competitive and agreed 
charges -put together, 32.8 million, and that totals 
412.7 million, 

As. ‘Oh, yes. 

Q. j§6And then you have a balance of 57.3. 
You are only down a few decimal points from 1957 
to 1956. 

Then you go to 1958, and it is a little 
more serious, I come up with a calculation of what 
is left comparable to the 57.5 in 1956. I come up 
to 52.6 for 1958, and that would conform, perhaps, 
with your general understanding of it? 

A. It would, 

Qe Now, passing on to another page -- page 
13 of your precis. The bottom of the second paragraphs, 


part of the last sentence there: 


" the largest single problem the 
railways have arises from the distortion 
in the freight rate structure caused by 


the statutory grain rates." 


Mr. Crump, if you got back on the rails 
every ton that was lost to the trucks in the last 
15 years, you wouldn't need, purely revenue-wiffe, 


and putting aside the psychology of it, you would not 
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need a cent more from export grain? 

A. Well, bearing in mind today's costs 
of moving the traffic, I think it is the largest 
distortion we have. 

Q. If you got back -- just think of all 
of the traffic you have lost; think of the way in 
which the nae. one transport has expanded in this 
country in the last fifteen years. Somebody threw 
in a figure of -- I don't know where that was -- of 
$200 millions that had been lost. It is in the 
Turgeon Report. The Turgeon Report had a figure 
that said that the railways bad lost $200 million 
of traffic to the trucks in ten years, I think? 

MR. SINCLAIR: Whatever the figure is . 

MR. FRAWLEY:Q.Well, it is a large figure? 

A. It is a large figure, 

Q. It is a large figure, Well, it is 
so large that, as I say -- I put it to you that it 
is a highly imaginative sort of thine, Mr. Crump, but 
I am just trying to put things in their proper 
perspective; your problems -- if you got back on the 
rails every ton that you lost, that your revenue 
position would be such that you would not -- you 
might still like to get more for your grain, but 
you would not be driven to the same point you are 
now to get more for your grain. 

A. I would say, in answer to that, Mr. 
Frawley, that we would not be driven to the same point, 
I agree with that. But our costs have increased to 


the extent that the hauling of grain at the statutory 
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2 rates would still be the burden it is today, and had 


3 we not driven some of the traffic from the railway 

4 to those motor trucks by being unable to increase 

‘ the statutory rates we would not be in the position 
we are today. 

, Qe I appreciate your line of reasoning 

4 there -- that one thing leads to another, But the 

8 


fact is that however it came about, and a great deal 
9 came about purely by shipperts preference, Mr.Crump? 
10 A. Well, certainln, The shipper is the 

11 master of his own destiny and can ship the way he 

12 feels he wishes to ship. 

Qe You know there is lots of traffic 


13 
moving on the highways today where the shipper pays 
14 
the same rate in hundreds of points from origin 
15 
to destination as is charged on the rails? 
16 


A. Yes. There is a service factor, 

Qe Yes. As a matter of fact, it is 
So apparent and so real and present in your mind that 
is why you spent whatever number of uci] Mons you 
spent to take over Smith Transport? 

A. Surely. 

Qe Again, looking at passengers -- if 
private motor cars and air lines had not siphoned 
off a good deal of your passenger runs, your revenue 
problem from export grain would be perhaps neutralized? 

Ae I do not think so. That is a matter 
of degree that you are speaking of now, and certainly 
the private motor car has siphoned off our 


passenger business. But I do not think that offsets 
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the loss in the movement of export grain, 

Q. Again, I come back to the dollar 
position at the end of the year. Suppose that your 
grain deficit in 1958 -- and it is there in that 
vast ‘Torest) of material that Mr. Stenason filed -- 
suppose it is the $35,000,000 -- I do not know what 
your passenger deficit is, but suppose it was 
$35,000,000, Well, then, as a matter of simple 
arithmetic the one would neutralize the other, and 
if you did not have that passenger deficit -- if 
that was profitable to the extent of $35,000,000 
instead of a loss to the extent of $35,000,000 -- 
then your grain loss would be neutralized by your 
passenger profit? 

A. Well, I prefer to put it the other 
way -- that our situation would be better, 

Qe Now, I put this to you -- increasing 
the export grain rates. I know you are not 
increasing the export grain rates, but increasing the 
revenue from export grain is not going to affect the 
fact that from the point of view of several thousands 
of shippers, ¢ profitable, good paying traffic, are 
going to pbeirer highway transport? 

A. As you have stated it, I think I would 
agree with you. 

Qe And, again, -- I anticipated my 
notes a little -- I put it to you that your own 
actions bear out the validity of what I am putting 
to you, that you would not have .taken over Smith 


Transport if you thought transport was on the wane?. 
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A. I have no feeling that transport 
is on the wain, ner will it be. 

Q. Crows Nest grain rates is not going 
to change the thinking of those hundreds of people 
who are always in a hurry and patronize airlines 
in preference to your fine passenger trains? 

Ae Well, those people who are in a hurry 
will continue to patronize airlines regardless of 
anything else, 

Qe And it is because you were pretty sure 
of that that you created Canadian Pacific Airlines, 
and you would not have done that if you thought 
air travel was not going to expand? 

A. No, I cannot resist the temptation 
to say to the canataetor here that I got a little 
tired of seeing our Trans-continental rail passengers 
leave us and go on to the competition; and, by 
competition, I mean the other airlines, of course, 

Q@. And those people that did that and 
| that continued to do it -- they would not know 
export grain from a Chinese laundry ticket? 

A. IT am quite sure of that. 

Qe And Ge Be sta tn PIER grain revenue is 
not going to circumvent the advantages of the St. 
Lawrence Seaway which, I put it to you, serves 
your competition, transport, at least which you 
protested were too low? 

A. Would you repeat that again? 

Qe I say that increasing export grain 


revenue is not going to circumvent the advantages 
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or destroy the advantages of the St. Lawrence Seaway? 

A. Oh; I am well aware of that. 

Qe Because the St. Lawrente Seaway ~= 
you -have, and rightly so, if I may say iis some views 
about low tolls on the St. Lawrence Seaway. 

Ae I have. 

Q@ ‘Yeu do not think too much of those? 

Ae I do not. 

Q. You think a lot about them, but not 
too much} 

Ae Well, I think a lot about them but, I, 
of course, feel that the tolls are not sufficiently 
high. 

Qe And the Railway Association of Canada 
sent people to protest to the Committee when they 
were fixing those tolls? 

Ao That is right. 

Qe And from your standpoint, very properly, 
you feel that here is cur competition being serviced 
at rates that are just too low, 

A. I have that feeling in regard to a 
great deal of our competition. 

Q@. Have you any package ‘»oats that will 
traverse the St. Lawrence Seaway? 

A. We have. 

Qe There again, that is just like Smith 
Transport and Canadian Pacific Airlines -- if you 
cannot beat them you ai going to join them? 

ye We intend to see what is happening 


there, We have four small ships operating in the 
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St. Lawrence Seaway. 

Qe I suggest to you the largest single 
problem of the Canadian Pacific Railway is all 
wrapped up in that one ugly word "competition"? 

Ae It is a very, very serious problem, 

a Competition forces you to operate 
passenger trains at a loss? 

A. I do not agree with that. 

Qe Well, you wereoperating and you are 
operating them at a loss, ead good traffic has been 
siphoned off by the private motor car and airline? 

Ae Yes, but we are not forced to do it. 
That is within the limits of what the Board will allow 
us to do, 

Qe Mr. Crump, you are not entirely 
ruthless about it. You continued passenger trains 
for a long time after your statisticians and your 
brain trusts told you it should be off? 

Ae Oh, but they are coming off, and 
we have been working on that for some years. 

Qe But after you have them all off, there 
will be a point where you, as Presidet of the 
Canadian Pacific Railway, will say, '"Tmus: far and 
no further, Now, those lines have to be continued 
in the national interest"? 

Ae IL will not say that. I will say at 
the moment I think there will be sections in Canada 
where passenger trains will be operated profitably, 
and that is where is the C.P.R. will operate them, 

Qe And in the meantime, though, until 
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that happy day comes -- and you cannot point to the 
calendar when that day is going to come --- 

A. Not with definite assurance, 

Qe And until that day comes, you are 
quite content to have this passenger deficit carried 
by the rest of the rate structure? 

A. LI am not content, but L see no other 
course. 

Qe And again, competition -- this thing 
that I put it to you is your largest single problem -- 
competition forces you to bear down on your 
competitive rates and seek your overhead cost from 
a shrinking volume of non-competitive traffic? 

A. We seek our overhead cost wherever 


we can get them, 
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Q. And competition pretty well tells you 
where you have to get them? 
A. To a degree. 
Q. Now, on page 15, Mr. Crump, you say, 
at the bottom of the page: 
", . » the Canadian farmer cannot, without 
hardship, pay out of the sale pice of grain 
a just and reasonable rate for moving grain 
and grain produets to export positions." 
Again on page 16, if you don't mind we 
will discuss the two bits together, the first full 
paragraph: 
"Tt as clear that inadequate revenue 
from the movement of the Western Canadian 
grain crop to export positions is contrary 
to the public interest." | 
Now, because of those two statements, I 
think it is fair to say that those phrases, the passenger 
deficit, the agreed charges can't take an increase or 
substantial increase, the competitive rates can't 
take a reliable increase, and the grain rates, and I 
put it to you from the standpoint of equitable distri- 
bution of increased costs they are pretty much in the 
same boat and all of them through no fault of your own? 
A. Yes. The degree of that inequity, of 
course, is the factor that concerns us most. 
Q. And perhaps for those reasons. you seek 
federal assistance to bring the grain rates to a just 
and reasonable level? 


A. Yes. 
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Q. When I say a just and reasonable level, 
you will not take that as any admission to mean that 
what you are ~-- 

A, I wish I could, but I won't. 

Q. And that happens to be -~ it didn't just 
happen, it is -- 100 per cent increase for fully dis- 
tributed costs? 

A. That is right. 

Q. And you also want that federal aid to 
remove this transgression of the public interest which 
you say is involved? 

A. It would help. 

Q. It would more or less follow it would 
not be contrary to the public interest, if the 
revenues were adequte it would not be contrary to the 
public interest? 

A. Yes, I agree with that. 

Q. It is only the English I am commenting 
on. If it was adequate, then the public interest, 

I would assume, would be satisfied? 

A. I would agree with that. 

Q. On that basis, let's look at some other 
rates. Let us look at the gentleman who is exporting 
grain from Port Colborne to Halifax at a rate which 
returns you .655 cents per ton mile. 

MR. SINCLAIR: He should have put the ques-~ 
tion to Mr. Donald Gordon. We have said this before. 
Canadian Pacific does not carry grain from Port 
Colborne to Halifax. 

MR. FRAWLEY: I don't know whether you carry 
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a pound of it. 

MR, SINCLAIR: Well, the answer is we don't. 

MR, FRAWLEY: Q. Are you quite content 
about the fact that you don't carry any grain from the 
lake ports to Halifax? 

A. We do not carry any because we haven't 
a connection into Halifax. 

Q. The D.A.R. goes into Halifax? 

A. Yes, but across the Bay of Fundy. 

Q. In any event, this Commission is faced 
with the fact that Canadian National takes it from 
Port Colborne to Halifax at a rate which returns .655. 
cents per ton mile. Now, I must not pursue that with 
you. 

I call your attention to the fact that an 
exporter of coal and coke does so at a rate which re- 
turns .545 cents per ton mile. Do you think that 
was a rate which returned full costs? 

A. I wouldn't know. 

Q. Now, again, Mr. Crump, leaving those two 
Canadian National rates to one side, don't you think 
that inadequate revenue from passenger traffic is 
contrary to the public interest? 

A. The public has a choice, and they are 
exercising it, and that is why the change is taking 
place in rail passenger traffic, which I presume is what 
you are referring to. 

Q. I put it to you just another way: why 
shouldn't you get full costs from your passenger move- 


ments? Why should you be operating passenger movement 
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without full costs? 

A. Because the prospective customer prefers 
to spend his money on another form of transport. 

Q. Now, would you turn to page 17, Mr. Crump 
On page 17, at the bottom of the page, you say: 

"The solution referred to previously is 
basically that assistance to the Western grain 
growers of 50 per cent of a just and reasonable 
rate would be provided by the people of Canada." 

I mean no offence, Mr. Crump, but don't you think that 
you should let the grain growing industry of Canada 
seek any assistance they nee’ from the federal treasury 
or elsewhere? | 

A. To pay a just and reasonable rate? 

Q. As they see it. | 

A. Well, again, perhaps we should put it 
over into the discussion we were having about carrier, 
that if we were not a common carrier and we felt that 
this grain was not being carried at a just and reasonabl 
rate which returned our cost, then we wouldn't accept 
it. The trucker doesn't accept it. 

Qe If you put the rates up high enough you 
will find some truckers accepting it? 

A. Yes, but the rates would have to go up 
many, many times more than they are today before that 
happens. 

Q. I am told that livestock is hauled down 
from Alberta into Ontario. How did you let that 
business get onto the highway? 
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of that type. | 

Q. Probably what engenders a little timidity 
in the western grain grower thinking he doesn't need 
assistance is in looking at those large passenger deficits, 
which have been publicized, you know, that perhaps colour 
his point of view and keeps him away from even thinking 
that there is anything wrong with his traffic when you 
are losing such a large amount of money on your pas- 
senger traffic? 

A. Well, I have never known the western 
grain farmer to be timid of his view on those matters. 

Q. And when he lecks, perhaps, closer to 
home, when he knows you are carrying grain beyond the 
lakehead -- you don't carry grain even from Port Arthur 
to Halifax? 

A. No. 

Q. It is certainly too bad you are shut out 
of Halifax so much. 

A. They made very sure of that. 

Q. Do you haul into Saint John? 

A. Yes. 

Q. Do you haul it from Port Arthur to Saint 
John? 

A. There is some movement. Principally the 
movement is from the Bay ports to Saint John. 

Q. And from the lake ports, too? 

A. To a much less degree. 

Q. I put it to you that you don't get, Mr. 
Crump, much more for what you haul from Port Arthur or 


Fort William to Saint John than you get from hauling 
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it from Regina to Port Arthur or Fort William? 

A. The rates are somewhat low because they 
are in relation to the American ports; they are related 
rates, and certainly we have felt that it ws desirable 
to keep the Maritime ports open. 

Q. In the national interest? 

A. In our interest, because of the two-way 
trade. 

Q. You have perfectly acceptable and proper 
reasons to which I take not the slightest exception; you 
are hauling it from the lakehead on to the seaports at 
rates which are comparable to the rates you get from 
the country elevators to the lakehead? 

MR. SINCLAIR : This was all discussed in extengo 
with traffic witnesses, and the Commission was told and 
Mr. Frawley was told that these rates were being looked 
at, and the revenue per ton mile on Canadian Pacific was 
put on the record, and I really do not think, with all 
due respect to my friend's question, that the President 
can be expected to be able to give all the answers and 
with the details in these fine rate matters that my 
friend is asking him to do. 

MR, FRAWLEY: This most excellent President 
knows a great deal about the railway. 

MR, SINCLAIR: He is not expected to know the 
rates per ton mile from that place to this place. 

MR, FRAWLEY: Of course, I reject completely 
my friend's suggestion that it has been dealt with. 

It hasn't been dealt with between the Province of 
Alberta and the President of the Canadian Pacific Railway 
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I am only discussing it in the broad principle. 

MR. SINCLAIR: Put to him what Mr. Edsforth 
Said and ask the president if he agrees or disagrees 
with Mr. Edsforth, 

THE CHAIRMAN: I think, Mr. Frawley, Mr. 
Crump and you are getting along very well. 

MR, FRAWLEY: Q. Now, Mr.Crump, at page 19 
you have a statement --- 

MR. SINCLAIR: I would like to say this also, 
Mr. Chairman, that the traffic he is talking about is, 
according to the evidence, $1.5 million in revenue, and 
we are dealing here with grain traffic that is $35 
million, $1.5 million is the Canadian Pacific 
revenue from bay port traffic to Saint John. 

MR. FRAWLEY: Q. #£=You say on page 19 --- 

THE CHAIRMAN: That is not in evidence, that 
is your statement. 

MR, SINCLAIR: Oh, yes, it is in evidence. 

MR. FRAWLEY: Frankly, I don't want to 
interrupt my few remaining questions of Mr. Crump and 
argue with him. 

Qe Mr. Crump, you say at page 19: 

"The proposed freight rate assistance. for 

western grain growers is not and must not 
appear to be a subsidy to the railways. " 

Now, Mr. Crump, I have been concerned about -- I found 
it a little difficult to understand why you seem to 
dislike that this should be called a subsidy to the 
railways. I put it to you that you will be getting 


this assistance to enable you to carry out your contract 
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of 1897, and why would that not be a proper matter for 
subsidy? If you find that the present conditions have 
become unbearable, why should you not go and ask for 
relief from that contract because the situation now 

has reached the stage where something of that sort 

must be done, and in that case you would be calling it 

a subsidy, and what would be wrong with calling it a 
subsidy to the railways? 

A. In my opinion it is not a subsidy to the 
railways because we are asking for an amount to cover 
our costs, a just and reasonable amount to cover our 
costs. if, as I stated a moment ago, we did not 
have those common carrier obligations and refused to 
accept grain, then I would say the situation would be 
fair. But for that reason I feel it is not a subsidy 
to the railways but is a subsidy to help the western 
grain grower -- and we know all the factors surrounding 
that, Mr. Frawley -- to help him get his products to 
export position, and I cannotsee that this is a subsidy 
to railways. It is a subsidy to the shipper. 

Q. First of all, I want to take up with 
you for a moment this point. You say if you did not 
have these carrier obligations. It is completely in- 
conceivable that Canadian Pacific would ever refuse 
to carry the grain? 

MR. SINCLAIR: It can't refuse because there 
are specific provisions in the law in regard to grain. 

MR, FRAWLEY: Mr. Crump said if they were 
not there. 


(Page 4115 follows) 
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MR. SINCLAIR: It doesn't turn on common 
carrier ohTigstion, as the lawyers here know; it 
turns on other things. 

MR, FRAWLEY: Q. Mr, Crump, if there was 
nothing in the law at all, just the history, the 
history of the Canadian Pacific Railway in western 
Canada since 1881, and that is all we have, you would 
never refuse to carry the grain of those farmers? 

Ae It would depend upon what point we 
were driven to, 

Qe Me, Crump, the Canadian Pacific Railway 
and western Canada are just »vmonmymous; it is like 
love and marriage, or whatever things are synonymous, 

Ae L think that after all one must remain 
in business. 

Qe I know, but never mind about Canadian 
National; that just came out of nowhere and with 
a collection of bankrupt companies in western Canada, 
but Canadian Pacific is western Canada, 

A. I like to feel so. 

Qe You don't need the compulsion of a law 
that your counsel is talking about to require you 
to stand by the farmers and carry their grain forever 
and ever, 

Ae You are going back to your question; 
that was part of my answer to your question. 

Qe I put it to you that you made a contract 
with the Government of Canada that you would carry 
this grain at 1897 rates, and now you say that you 


can't go on carrying it at those rates because you 
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say it has gotten so badly out of balance; the 
costs have gone up and the rates still stay there, so 
I think it is a proper matter for you to give us 
relief from this matter in the form of a subsidy. 

MR, SINCLAIR: I hope that my friend doesn't 
want us to argue that point that is involved in 
that question, because again it is a legal point that 


we have agreed on. 


THE CHAIRMAN: It is a question as to whether 
the agreement --- | 

MR. FRAWLEY: If that is the question, I 
notice that my friend Mr. Sinclair raised it; not 
the witness, 

MR,’ SINCLAIR: Why should the witness raise 
it, because it is raised in the material filed on 
behalf of the company, and he has told the Commission 
a number of times what his position is, I don’t know 
what my friend thinks, that the witness is going to 
change what he said by keeping on asking him the 
question over and over again? Of course he is not. 

MR, FRAWLEY: Q@. Subsection (6) of 


section 328 of the Railway Act says: 


"(6) Notwithstanding anything in subsection 
(5), rates on grain and flour shall, on 
and from the 27th day of June, 1925, 
be governed by the provisions of the 
agreement made pursuant to chapter 5 
of the Statutes of Canada 1897, but 


such, pates shall apply to all such 
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traffic moving from all points on 

lines of railway west of Fort William 

to Fort William or Port Arthur over 

all lines now or hereafter constructed 

by any company subject to the jurisdiction 


of Parliament," 


THE CHAIRMAN: Rightly or wrongly, as you 
know, it is a question of law which is involved and 
not a question of interpretation, and I am sure that 
will be argued later on, 

MR, SINCLAIR: Certainly. The reference 
to the agreement of 1897 in .nat section is descriptive 
of the level of the rate and isn't the application 
of the rate to the traffic, 

THE CHAIRMAN: That is what you say. 

MR. FRAWLEY: I certainly agree that I am 
not going to make any progress at all. 

Qe Would you now turn to page 19, Mr. 


Crump, and I am just about finished. It says ,3 


"The specific proposal of Canadian 
Pacific as to the method of payment 
of the assistance to the western 
grain growing industry is one related 


to income tax." 


I am sure you have advanced this idea of 
the assistance by way of an income tax remission, 
or relief of some kind, that that was made in all 


sincerity, I am sure of that, but wouldn't that 
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income tax idea of yours send a flood of would-be 
imitators to the Minister of Finance? Did you 
think of that? 

A. I don't think so. 

Qe Wouldn't every industry that has a 
cost versus revenue problem protest that he shouldn't 
have to pay his full taxes when the Canadian Pacific, 
because of a cost revenue problem, gets a tax 
remission of $30,000,000 or $35,000,000 a year, 

A. Well, that has to be set in its 
proper perspective, I think, and as I have outlined 
here and for the reasons that I have outlined here, 
I think this method would provide a solution to our 
problem, 

Q. It occurs to me that the textile 
manufacturers who think they are having a hard time 
because of what they think are the inadequac}es ‘of 
the protecting tariff lines, I would think that 
those textile manufacturers would think that this 
Canadian Pacific idea was a good way to get relief 
from Japanese imports. 

Ae Well, returning to the discussion 
between you and Mr. Sinclair a moment ago, the 
textile industry is not required by law to keep 
making textiles. 

Qe But sometimes there is a compulsion 
that exists outside of the law; you have the 
compulsion of a large investment, you have the 
compulsion of a large body of perfectly respectable 


shareholders that expect some return on their 
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investments, 

Ae I don't deny for a moment that they 
are financing within the profit and loss system of 
their economy. 

Qe I am only suggesting that perhaps, 
you see, if you simply call it a-subsidy, you would 


perhaps get rid of that, but I suppose all we can 


Say about that is that that is the best suggestion 
you can make and you are willing to see that happen. 
Ae Xi think it is a good suggestion. 
Qe Now, Mr. Crump, you told Mr. Brian 
Dickson of Winnipeg the other day - I didn't look 
it up - but you said that the value of service was 
being narrowed, Perhaps it would be better to have 


it; that is a’ little leose, 


MR. SINCLAIR: That is all right, that is 
close enough,! ; 

MR,’ FRAWLEY: Is that close enough? 

MR; SINCLAIR: The range in which it can 
be applied. 

MR. FRAWLEY: Q. Mr. Crump, it isa 
fact, of course, that where you are applying it 
you are applying it 100 per cent. 

A. As I said a moment ago, Mr. Frawley, 
I see no other recourse, 

Qe When you make agricultural machinery 
coming into Canada from the U.S. border pay full 
class rates to the western Canadian destination, 
you are certainly using the value of service 


principle 100 per cent. 
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Ae I would think so. 

Qe And then, when you set down in the 
same context the fact that you move machinery from 
that same factory in the Chicago area to London, 
Ontario, that single factor, joint through rates, 
are certainly not class rates and does net the 
imbalance become pretty apparent? 

Ae Forced by circumstances, there may be 
some imbalance, 


MR. FRAWLEY: I am very much obliged to you; 


Mr. Crump, thank you. 
MR. SINCLAIR: I will be very short in 


re-examination, but first perhaps the Commission 


has some questions to put to Mr, Crump. 


THE WITNESS: I will be glad to come back, 
THE CHAIRMAN: Let us see if we cannot 


get him away. Mr, Mann? 


SS 


COMMISSIONER MANN: I possibly have one or 
two questions. Looking at the western grain 
distributing facilities, do you think that there is 
scope for rationalization of the western grain 
gathering process? 

THE WITNESS: May I ask a little more in 


detail exactly what you mean by rationalization of 


the western grain gathering process? 

COMMISSIONER MANN: Achieving of greater 
efficiency, perhaps; the bringing of grain from the 
farmer to the larger units of storage, and so on? 

* THE WITNESS: It seems to be, Commis®ioner 


Mann, that I saw an article in the paper a day or two 
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ago where the head of the research department of 
Canadian National had spoken on that. I think that 
there is to a degree a rationalization going on all 
the time. Of course, Dr. Solandt spoke of the ideal as 
commencing of now. Mow) we have a large plant out 
there and grain gathering is basic to that plant, 

it being some 40 per cent in western Canada, and I 
am speaking of the Canadian Pacific now. 

As time goes on that plant will change, 

Will become rationalized, but I suggest that to do 

it now it is beyond our means in this country because 
it would mean a complete revision of the grain 
storage facilities internally in western Canada, 

and to replace all of the line elevators in western 
Canada now with new and larger capacity elevators 

at today's replacement costs would be a tremendous 
problem, and for that reason I think that that 
rationalization is going. to be worked out over the 
years; it will take place but it will take place 
Within a number of years in a sane and business-like 


MARNE? 


Ae There will, over that period of years, 
come a reduction in our costs. 

COMMISSIONER MANN: I have one more question. 
From your precis and from what you have told us, 
you are concerned ~ lest there be any misunderstanding 


~ with what you.,seek, which is a subsidy to the 
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railway; you want to be sure that everyone knows 
that that subsidy that you seek is a subsidy to the 
western grain industry. 

Now, my question is this; will there be 
an uncertainty left in the system which you propose, 
and would it be possible to avoid this uncertainty, 
this controversy, if it were possible to work out 
an assistance, if assistance is needed, to the western 
farmer which could be paid directly to the western 
farmer? 

THE WITNESS: I would prefer to see that 
done, Mr. Mann; I would prefer to see the assistance 
paid to the farmer and then our rate would be 
adjusted as we have recommended here in accordance 
with our cost. I would much prefer to see that, 
but the only reason I have advanced the proposal 
that I have, is that it seems to me to be an 
extremely Cumbersome method and would of itself 
entail a large cost of distribution, and I thought 
that this was a cheaper and better way of handling 
Lt. 

COMMISSIONER MANN: ‘Thank you very much. 

THE CHAIRMAN: Mr. Sinclair? 


RE-DIRECT EXAMINATION BY MR. SINCLAIR: 


Q. Mr. Crump, when Mr, Dickson was 


ning you yesterday, and I.am looking at 
the transeript, Volume 27, page 3930, he said, 


"Mirning to the top of page 3, you 


nr dew sas of. ‘Ape aes ees Las BTGE | 

nisduew silt oF iste preg eo ada amet . t 
tadd 29% oF releng’ bLsrow L ‘whl . wert hi... 
sonede ters eit sen ot seteng blvowd Pree aM enob 
od Sivow etee suo edt bis same? ont ot bisq 
sonebwosee al arent, cebrremooet eved ow as bedautbs 
visit. 98¢ o¢ TetSxg down bioow Z sdnoo avo ddiw- 
Lseogetg exid: beomsvbs evant I soases Ylno ert dud 

ms od od ene O72 exeide: mE tent at .«aved I tedt 

‘Mendr to birow bas borden emogupdme yLementxe 
tigroit I bs .toksudtadeds 26 daos egusl s Lhadne 
gitibaed to ‘yew -wiided ew smuhale ik dinates Aen 


ne Oe ee 


ioom wiev voy Meede AM sOLeeTENGS 
fulslomke aM +MaMALAND Sue? 


ee 


er woree party wl a 
yoy .& ogeq to god edd OF 
ga 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Crump a PC eCXe 4123 
(Sinclair) 


indicate that the net investment of 
Canadian Pacific in its rail transportation 
system has grown from $950,mfijion at 
the end of 1946 to $1,410 ,midijon at 
the end of 1958," 


That is an increase of, it says, $498 million. Now, 
that is a mistake; it is $490 million, I am sure 
I heard Mr. Dickson say $490 million, 


Mr, Dickson continuing, said, ) 


"To what extent was this provided by 
the introduction of outside capital, 
and to what extent was this provided 
from retained earnings? 

MR, SINCLAIR: That is source and 
application of funds that you are 
asking. 

MR. DICKSON: Yes. 

Qe Have you study on the source and 
application of funds? 

Be I have some figures here, In 
that period, 1947 to 1958, the 
borrowings. amounted to $128 million. 
Q@ And the balance came from retained 
earnings? 

Ae Retained earnings within the 


company." 


Now, I thought, Mr, Chairman and members 


of the Commission, that I should ask Mr. Crump in view 


; no bead seats aaa on ae Sane fi 


M 


veal ist 
wou. seeLTLEar’ ser b peyse: tt ie ‘sasertont es et 


; Masso 
wT ra a e . hl BS 
side ms T nokit tn Oete ai tf yeclete da 8 | 


oll Ln Oghe ‘yee nowsiold mt f 


a a 


“Ae 
) ebiece «Ent venktmoo Mean dod hf 
} Ay 
ye bendy o1g ete esw dnedxe- dat of? 
ie 1, 
| gisdicss sblatno to delsteubotsnt rit 7 oo 
| met pea , 
| bebivertg. etrid ssw JnedKe deow ot Saws he thee if 
| Tayo iirrse perkeden sort “ut bai i 
| bis somos ef tedt  ~aDMDOMES a 6) 1 r ‘7 rT xd 
| ere soy tsds abau't 40 nolissilggs ae ' | 
| | Baltes: Deg made : 
| | suey. woeuora ‘FM 7 tay 
| bab sougoe ackt co basa 2ey evel a) ‘a on, 
~ i 
\4 


tebmt to setteotiqgs (sn) 
aL . Sis asasglt onmoe eved F oA P #h 
ont ,8a0r o¢ FHOL ~bolueq sade . 


Molliin 886 et bedravome agriwersed 


) 
| 
} 
| 


at ; 
bentede: mort. smso. somaiad edt bah 
t t 


: fagsabewwe panaits 
oft abddiw agalerse BemkadeR <A 
ee mr 


ae 


eredmem bas nena badd: au sstiguont r wet 
re 


ya} 


J rae alt qa oi _ See 


~ ANGUS, STONEHOUSE & CO. LTD. Crump,» re. @X. ; Ved 
TORONTO, ONTARIO (Sinclair) 


of the figures he started to deal with, and then 
was moved off them by an candese Chechen he would 
want to expand that in any way. 

Ae Well, last night when we had this 


transcript I noticed that that was not clear, and 


my officers prepared a short memo which I would 
like to read into the record covering this source 
of funds, because I think it is important, 


Q aA copy of this has been handed in 


this morning. 


A. Figures of $950 million at the end of 
1946 and $1,440 million at the end of 19585 as shown 
on page 3 of precis, are for net investment in rail 
property, i.e. after deduction of depreciation 


PEServe. 


During the year 1947 through 1948 gross 
capital expenditures on rail property were $866,2 
miliion. 

The source of funds to meet rail capital 
expenditures of $866.2 million was as follows: 

‘Depreciation $ 12.5 million 
gi vape 46.6 " 

dak Keeatene reserve 25.8 " 

Net earings from rail. 

after fixed charges and 

dividends (A deficit) (20,8) " 

Total funds from rail $ 464.1. " 


Now, the borrowings which I gave Mr, Dickson 
as amounting $128 million at line 15, should be 
$128.7 million, and the non-rail contributions which 
I gave Mr. Dickson, $273.4 million, for a total of 
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$866.2 million, Now, the net reinvested earnings 
rail and non-rail amount to $252.6 million. 

Qe That would be the non-rail contribution 
that you have just mentioned of $273.4 million less 
the deficit arising in the peried of the twelve 
years you are dealing with, a deficit of 20,8 
million; that is 273.4 minus 20.8, which is 252.6. 

Ae That is right. 

Qe Now again Mr, Dickson during his 
cross—examination, Volume 27 at page 3932, in 
dealing with working capital and he asked you,taking 
your annual report, to quote certain figures, and 
he was dealing with those as an excess of current 
assests over current liebilities, and he arrived 
at a fivase dhaen is shown at lines 12 and 13, as 


follows: 


"Though your working capital position 
has improved during 1958 to the extent 
of $13,300,000 odd dollars," 


That is what it says in the transeript, but it is. 
$18,300,000, and again I think the reporter didn't 
pick that up. IL have checked that. 

Earlier on that page you said that in your 
view the working eapital in 1958 had increased over 
1957» and in the light of those figures that Mr. 
Dickson gave you taken off the balance sheet, you 
agreed with his position that there was an increase, 
? Now, have you looked a& the reports, and 


what have you to Say to the Comnissiamtr the light of 
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A. Well, of course, the increase in working 
capital as shown on page 4 of our annual report, or | 
in greater detail on page 32, does show an increase 
of $18,256,000. Actually, the working capital 
decreased between 1957 and 1958 except for the financing 
we did in 1958 when we issued $40 million of collateral 
trust bonds and $20 million of equipment issues. That 
amount of $60 million is noted in the additions to 
working capital on page 32. 

Q. If I may move on, would, in 1958, the 
amount of $60 million covered by that borrowings all 
have been spent and moved up into the property accounts 
of the company? 

A. A portion of it would. ' The equipment 
issue, of course, is spent immediately for equipment, 
but not the collateral trust issue. 

Q@. Of $40 million? _ 

A. Of $40 million. 

Q, And if you had not made that $40 million 
loan, what would have been the effect in 1958 on your 
working capital? 

A. Well, we would have had a decrease in 
working capital. : | | 

Q. Approximately how much? 

A. About $21.7 million. 

Q. I now wish to turn to a point in Volume 
27> page 4039, during the cross~examination by Mr. 
Doherty. 

THE CHAIRMAN: Well, Mr. Sinclair, I think 


we had better adjourn now until two o'clock. 


-~--Luncheon adjournment. 
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---On resuming at 2:00 p.m. 


THE CHAIRMAN: All right, Mr. Sinclair, 
RE-EXAMINATION BY MR, SINCLAIR, resumed; 


Qe Just before the noon adjournment, Mr. 
Crump, I had asked you, I think, to turn to volume 
27, page 4039, and during the cross-examination of 
Mr. Doherty, he is dealing with the question of the 
equitable distribution of transportation costs over 
the various types of traffic, That is set out at the 

bottom of pel2. There were a number of questions 

arising from the same part of your evidence put to 
you this morning by Mr. Frawley. IL refer specifically 
to Mr. Doherty's question at page 4039 which was: 


"Q. The point concerning me, Mr. Crump, 

is the principle of equitable distribution 
of that cost. Then, you would say this 
principle cannot apply insofar as Crow's 
Nest rates are concerned? 

A, It is not being applied to Crow's 


Nest rates, no," 


My question, eel) Cimon ie kale. Wen 
you gave that answer, what did you have ne mind in 
saying that it was not being applied to Crow's Nest 
rates? 

A. At the present level of Crow's Nest 
rates, it cannot be applied. 

Qe Under the proposed level of Crow's 


Nest rates, that is the increase of the level to a 
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just and reasonable level, what would the situation 


be then? 

A. Then, I would say it would be an 
equitable distribution, 

Q. Now, Mr. Frawley asked you whether 
you agreed that there would be an equitable 
distribution of transportation costs to such matters 
as agreed charges and competitive rates where 
competition did not allow you to increase them at 
any specific time that he might pick out; for instance, 
immediately following a wage increase, And my 
note was that you agreed that that was so; that 
there were times when agreed charges because of 
competition could not be increased immediately 
following a wage increase, 

Arising from that, Mr, Crump, my question 
is this, What is the policy of the company, Canadian 
Pacific, in regard to agreed charges or competitive 
rates if cost of transportation increases so that 
the traffic moving on these rates does not equitably 
bear its proportion to transportation costs? 

A. Well, of course, we are trying to 
maximize our rates at all times. But if it does 
not bear an equitable distribution of the cost, then 
we do not seek the traffic. 

Qe And Mr. Frawley, in another point 
in his examination this morning, dealt with the 
question of traffic being basic to the plant. And 
your answer to him was that grain traffic was basic 


to the plant in western Canada. 
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Do you recall that part of your examination 
with Mr. Frawley? 

A. Yes, I do. 

Q. And then he went on and discussed 
with you certain parts of the railway plant of 
Canadian Pacific east, I think he said east of 
the C. & E. line. 

MR, FRAWLEY: West, 

MR, SINCLAIR: West of the C. & E. Line 
into Blind Man's Valley. He talked about hog 
production in that area, And, then, he asked you 
whether you would agree with the evidence that had 
been given that the Canadian Pacific plant had been 
built and maintained for the handling of grain, 
basically,in western Canada. And my note on that 
was that you would not agree with that, 

MR, SINCLAIR: Q. Now, what did you mean 
when you gave that answer? > 

Ae Well, I think if you look at the map 
of the Canadian Pacific in western Canada, you will 
see that their tentacles stretch in every direction, 
It is a feeder system of the main line, And 
certainly in western Canada the plant was built basic 
to grain, 

Qi And, for instance, Mr. Crump, I think 
that in part of your career you helped to locate part 
of that plant in a certain part of western Canada --- 

A. Yes, I did, 

Qe -~-- as an engineer, And when you were 


engaged in construction of these lines and built these 
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lines in western Canada, what was the purpose of 
building the line, basically? 

Ae The year I was engaged in that 
particular aspect of the work was 1928, and the 
line that I located was solely for the purpose of 
handling grain. 

Qe Would you mind, please, telling the 
Commission what part of western Canada it was? 

Ae Stewart Valley, just out of Swift 
Current. 

THE CHAIRMAN: I know it very well. North 
of Swift Current? 

THE WITNESS: Yes. 

‘MR, FRAWLEY: It just indicates that there 
are valleys and valleys, that's all. 

MR. SINCLAIR: Q: Mr. Crump, if grain 
was not handled by Canadian Pacific in western Canada, 
would you think that the railway plant in western 
Canada could continue to be maintained? 

Ae I am quite sure it could not in its 
present form. 

Q. Would it be markedly or slightly 
different, or --- 

As Very greatly different. 

Qe Mr. Frawley in his examination this 
morning, Mr. Crump, asked you a number of questions 
concerning passenger traffic, At one stage, he 
gaid to you, why are you so shy re asking subsidy 
tovcover the passenger deficit in view of the 


passenger trains operated in the national interest. 
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Now, that is not his exact question, but 
that was the purport, as I took it, of his éxemination, 
Do you recall that? 

Ae I recall the question generally. 

Qe Yes. Mr. Crump, my question arising 
from those questions put by my friend, Mr. Frawley, 
regarding passenger is this. What passenger trains 
on Canadian Pacific are operated in the national 
interest? 

A. I do not know of any passenger trains 
being operated in the national interest on the 
Canadian Pacific. | 

MR. FRAWLEY: That depends on the definition 
of national interest. 

MR, SINCLAIR: Q. Now, my friend -- if 
he thinks. :that I am being unfair in any way -- I 
will certainly put it to you, Mr, Crump, then, to 
see what you thought was encompassed in the phrase 
"national interest". 

‘When somebody says to you is something being 
maintained in the national interest, and you say it 
is not or it is, what do you mean by the "national 


interest"? 
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(Sinclair). 


A. Well, by the national interest I mean 
for the interest and betterment of all Canadians. 

Q. Do you think that the carrying of grain 
to export positions is in the national interest in 
Western Canada? 

A, Judging from the importance of it in 
the economy, I do. 

Q. Why do you not think that passenger 
trains are in the national interest? 

A. Well, without attempting any levity at 
all, I would say it is indicative in the patronage 
that we receive, 

MR. FRAWLEY: I wonder how Mr, Sinclair would 
move the troops if we had a war tomorrow. Wheelbarrows, 
I suppose? 

MR. SINCLAIR: Maybe he would move them, in 
view of the question that was put, with high speed 
jet aircraft that can carry about 250 troops with 
full gear at 600 miles an hour. 

MR. FRAWLEY: Better call the Minister of 
National Defence. I would rather have it from him than 
from you. 

MR. SINCLAIR: If you want to have the 
Minister of National Defence, you better call him. 

MR. FRAWLEY: it is your railway. 

MR. SINCLAIR : Notwithstanding the fact that 
Mr. Frawley would like to cross-examine me now, I have 
no further questions to put to Mr. Crump. 

MR. McKICHAN: Mr. Chairman, arising out of 


re-examination there is one point I would like to put 
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for clarification. 

THE CHAIRMAN: Yes, 

MR. McKIGHAN: Mr. Crump, do you have the 
statement before you which was filed this morning? 

MR. SINCLAIR: The Source of Funds statement? 

MR. McKICHAN: Yes. 

THE WITNESS: Yes, I have it here. 

MR. McKICHAN: Under the heading "Net 
Earnings from Rail after Fixed Charges and Dividends" 
the figure of $20.8 million is shown. Is that 
after all dividends paid for this period were set 
against the rail earnings? 

THE WITNESS: No, this is on the Board's. 
basis of 5 per cent attributable to rail. 

MR. McKICHAN: Thank you. 

MR, SINCLAIR: Now, after Mr. Crump was 
finished I think the arrangement was that we recall 
Mr. Roberts for questions. 

THE CHATRMAN ; Thank yor, Mr. Crump, for 
coming here. We may call you back later, and if we 
do we will be glad to see you. 

THE WITNESS : Thank you, Mr. Chairman. i 
am available to the Commission at any time that I can 
be helpful to them. 

THE CHAIRMAN ;: While Mr. Roberts is coming 
to the box there is the ruling that we had for today. 
Mr. Cooper might read it. 

MR, COOPER: Mr. Chairman, this is a ruling 
concerning several motions and applications made to 


the Commission in the hearings between September 17th, 
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1959, and January 26th, 1960. 

The Commission has given the most careful and 
serious consideration to the submission of counsel for 
the provinces, the grain trade and the railways in con~- 
nection with the several applications and motions before 
it for the production of cost data. 

The Commission is conscious of the fact that 
it would be unrealistic, having regard particularly to 
the time involved, to order the railways to produce all 
the detailed cost data requested for the examination 
and use by the applicants within the framework of the 
present proceedings. 

However, the Commission is determined that 
in the course of its work under its terms of reference, 
and with the aid of its technical and research staff, 
it will examine the questions of railway costing as 
fully as possible and will make such use of the infor- 
mation it gathers as Lt considers proper, having regard 
to the interests of all parties concerned. 

With these considerations in mind, and giving 
the assurance that the Commission will deal to the 
extent that it is reasonably practicable to do so with 
the subject of costing, the Commission has unanimously 
decided that the motions and applications should be 
denied except as provided in the next succeeding 
paragraph. 

The Commission understands that the experts 
for the railways and the grain trade have been in 
consulvation with reference to the furnishing of the 


information sought by Mr. MacKimmie on behalf of his 
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clients. In view of the progress which we under- 
stand is being made, the Commission reserves its 
decision on Mr. MacKimmie's motion made on December 
4th, 1959, and in the event that any difficulties 
arise, that matter can be referred to us again for fur- 
ther consideration. 

WR, FRAWLEY: Mr. Chairman, the part of 
the Order that concerns me most is the part in the 
third paragraph, and I will read it: 

m6. 66 at" -+ the Commission -- “will examine 
the question of railway costing as fully as 
possible and will make uch use of the infor- 
mation it gathers as it considers proper, 
having regard to the interests of all par- 
ties concerned, " 

I would respestfully ask the Commission if 
I can advise the consultants that have asked me to 
obtain this information for them, if I can give 
them an assurance that that informe’ ton will be 
available to them? 

THE CHAIRMAN : We are just getting the 
information now, MR. Frawley, and I this ahent 
cannot give you that assurance on behalf of the 
Commission. We can't give the assurance at the 
moment. We can give the assurance that the Commission 
Will deal to the extent that it is reasonably practi- 
cable to do so with the subject of costing. 

MR. FRAWLEY: I am taking from that, sir, 
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that you will do a very thorough job on costing. 

THE CHAIRMAN s We are doing work on it now. 

MR. FRAWLEY : I am more concerned, of course, 
not with the information which the Commission requires 
for its own use, because that would be of no value 
whatever to me, but I am concerned as to whether or 
not the information that my people need to do their 
work will be made available to them through me, and you 
will make such use of the information, as it says here, 
may gathers as it considers proper." 

THE CHATRMAN ¢ Having regard to the interests 
of all parties concerned. 

MR. FRAWLEY : That is right. I can’t press 
you about it, but I would like you to clearly aden 
stand my position, 

| THE CHAIRMAN : IL understand your position. 

MR. FRAWLEY : If I tell them I can give them 
no assurance, then, as I said, I will report to the 
Premier of Alberta about it. I have already indicated 
that there are certain eventualities to come about, but 
I would like, if possible, to be able to say to the 
Premier of Alberta I am not going to get costing infor- 
mation. 

THE CHAIRMAN : You may get costing information 
and you may not. 

MR. FRAWLEY : I can have no assurance that I 
will get the costing information I have asked for? 

THE CHATRMAN ; You have no assurance. We 
will try to obtain all the information we can. 

MR. FRAWLEY : I ean only say, sir, that it puts 
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a tremendously different complexion on the Commission 
as far as the Province of Alberta is concerned, 

THE CHAIRMAN: As a matter of fact, Mr. 
Frawley, if the Commission had granted the motions 
moved by you, then the Commission might as well have 
adjourned these hearings for a matter of six or eight 
months, and, having regard to the target date, six 
or eight months can become sixteen or eighteen months, 
That is the view that the Commission has taken, 

Mr. Sinclair? 

MR. SINCLAIR: Mr, Roberts. 


JAMES MERRICK ROBERTS, resumed. 

MR. SINCLAIR: The purpose of Mr, Roberts | 
returning at this time was for one part of his 
testimony, and he is answering my friend, Mr, Blair, 
answering such questions as the Commission wish to 
direct to hin, dnd any pe eat inaties that I might have 
arising out of Mr. Blair's cross-examination. 

Would you please answer &:») friends? 

MR, BLAIR: Mr. Chairman, once again I would 
like to thank you and members of the Commission for 
the special indulgence and Mr. Roberts and Mr, Sinclair 
for being so cooperative, 

I am going to cross-examine Mr, Roberts on the 
precis of his evidence which is entitled: "Memorandum 


in respect of (a) the principle of railway rate-making. 
CROSS-EXAMINATION BY MR,BLAIR: 


Qe Mr. Roberts, I direct your attention to 
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the last paragraph on page 2 which reads as follows: 


"The basic objective of railway rate eaten 
is to set rates at a level which will permit 
the maximum amount of traffic to move 
freely and at the same time permit the 
railways to earn maximum net revenue so 

as to maintain an efficient railway 
operation and provide a fair return on 


the capital invested." 


Mr. Roberts, in your experience do you feel 
that there may not become a contradiction in the two 
objectives of rate making? Is™it always possible 
to set rates at a level which will permit free 
movement of traffic and, at fhe same time, provide 
a maximum net revenue? 

Ae Mr. Blair, that is our objective. We 
are not perfect, of course,but we are always striving 
towards that end. 

Q. What is your prime objective:; to 
move the traffic or to maximize the revenue? 

Ae Well, they both interlock when obtaining 


the maximum utilization out of your facility. 
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Q@. In your experience is there a case we 
different cases arising where you abandon the hope of 
earning net revenue in order to move the traffic? 

A. Earning net revenue? 

Q. . Yes, 

A. You mean over the variable cost? Is 
that what you are speaking of? 

Q. Yes, 

A. Well, there is only one instance, to my 
knowledge, where we are doing that at the preseut time, 
and that is the statutory grain movement. We would not 
handle traffic at less than cost. 

Q. Although I know Mr. Sinclair will in- 
mediately interrupt me, are you able to say that of 
all the traffic on the railway this is the only traffic 
that moves at less than cost? 

A. Freight traffic? 

Q. Yes, 

A. Well, if there are any instances brought 
to our attention we will certainly taxe steps to reenity 
them. 

Q. Are there any major areas of traffic 
where you perhaps cover your variable cost but you do 
not fully cover your fully distributed cost? 

A. Well, in general -- you mean any general 
segment of traffic? 

Q@. Yes. 

A. I couldn't answer that offhand. There 
are instances in traffic movements, I would say, where 


you are handling all the goods of a country and not just 
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one particular commodity, where there are bound to be, 
under the conditions existing today, some rates which 
are low and some which are high. 

Q. But you can't answer my question as to 
which is your primary objective -- to move the traffic 
or earn the revenue? 

A. Both. 

Qe. I ask you to direct your attention to the 
next paragraph in your evidence, and I propose to read 
to you two sentences, Me. Sinclair points out that 
your evidence was corrected: | 

"Tn all rates excert the statutory rates 
the value of the service to the shipper or con- 
sumer establishes an upper limit, as indicated 
by the ability of the traffic to pay the pro- 
posed rates and still move at optimum volume, 
By this is meant that the demand for the goods 
at the point of destination will be such that 
the cost of transportation when added to the 
other costs involved, will support a traffic 
level as near to the maximum as possible. 

This is subject to an overall limit in that 
rates on all the traffic must not result in total 
net revenue beyond a reasonable level." 

And then, down in the third sentence: 

"This is subject to an overall limit 
in that rates on all the traffic must not re- 
sult in total net revenue beyond a reasonable 
level." 


My question is this: reasonableness is 
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judged by you in relation to total traffic on the 
railway? 

| A. Well, the overall return is set by the 
permissible level of earnings set by the Board. 

Q. But the test is not the reasonableness 
of a particular rate? 

A. Well, we could not -- the test is not 
the reasonableness of a particular rate? 

Q. No. | 

A. Well, when we are considering a particular 
rate and a particular movement, it must be just and 
reasonable both to the shipper and to the railway. 

| Q@. If the aggregate result must be reasonable, 
wouldn't it appear to you to be the case that some rates 
are unreasonable in order to achieve that average? 

A. No, sir, I don't say they are unreasonable, 
in that they move the traffic. So long as the traffic 
is moving, I would say they are reasonable. 

MR, BLAIR: With the permission of the 
Commission, I would like to read an extract from the 
evidence given by Mr. Jefferson to the previous Royal 
Commission. 

| THE CHAIRMAN: You want the witness to comment 
on it? 

MR, BLAIR: Yes, Me. Chairman, if that is 
permissible, and I don't think I am taking it out of 
context. 

THE CHAIRMAN: You have the citation? 

MR, BLAIR: Yess; Volume 82 of the evidence 
heard on February 23, 1950, at page 16247. 
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MR, SINCLAIR: Maybe my friend would just 


read it and we can show the book to the witness and he 
can have his eye on it as he then takes the question 
from my friend. 
MR. BLAIR: Mr. Evans is speaking --- 
MR, SINCLAIR: Oh, well, that is different. 
THE CHAIRMAN: What is that? 
MR, BLAIR: Could I read the extract? 
"wr, Evans: The test Mr, Brazier read 
is the overall test as to the reasonableness of 
the rate level. It does not follow at all that 
you examine the earnings of the company and the 
net return it gets from the mass of rates ed 
you are considering the 1 cite abnacrat of one 
rate; but the tests for reasonableness are 
exactly the same for the shipper as they are 
for the railways; in other words, what is 
reasonable for the shipper must be reasonable 
for the railways, and you must find what is 
reasonable to both, either individual rates 
or a sum total. 
"The Chafivnator: Well, yes, but what the 
shipper would put behind his definition of 
reasonableness to him are not the same 
factors as you embrace in your standard." 
THE CHAIRMAN : Is that a statement of Mr. 
Jefferson or Mr. Evans? 

MR, BLAIR: I am sorry, it is Mr. Evans who 
makes this statement. I wonder if the witness would 
care to comment on whether it is still the basic standard 
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in judging the reasonableness of the rate structure? 

MR. SINCLAIR: tIet him see it. 

THE WITNESS: Well, as I read this, Mr. 
Evans is saying just exactly what I said, that when 
you are considering an individual rate you examine it 
from the point of view of its justness and reasonable- 
ness in relation to the shipper and the consignee. 

On that basis, with the exception of the statutory 
rates on grain, our rate structure today -- and it is 
predicated on that basis -- is, in my estimation, a 
just and reasonable level, subject always to the 
permissive level which is at the moment prescribed by 
the Board. 

| MR. BLAIR: Q. I interpret you perhaps 
differently than you intend, but are you saying the 
eoncern of the railways in fixing the rate structure is 
an overall reasonableness or reasonableness in relation 
to individual rates? 

A, We deal with rates individually as to 
their justice and reasonableness in our day to day 
operations. When we are required through certain 
circumstances to obtain additional revenue, either 
through increased labour costs -- and of course the 
rate structure itself, in our estimation, with this 
one exception, being just and reasonable -~ we, there- 
fore, apply whatever increase we are asking for to the 


rate level as a whole. 
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Qe. Perhaps Mr, Sinclair would hand me 
that. And now, Mr. Roberts, on the following page 
which is 16248, Mr. Commissioner Angus said this 


at the end of a passage: 


"COMMISSIONER ANGUS: Well, that is 
‘what I meant, I think, that the 

'just and reasonable' as applied 

to the aggregate is, do those rates 

in the aggregate give sufficient net 
revenue to the railway? -- -perhaps 
one should have the words ‘ttken, 

one with another. | 

MR. EVANS: Yes. 

COMMISSIONER ANGUS: Then when it 
comes to saying whether a particular 
rate is reasonable, it is relative to 
that am@epGed aggregate level and saying, 
our shippers, in comparison with one 
another paying just and :asonable 
rates? The second test would then be 
a relative test. 

MR. EVANS: Yes. Prima facie standard 


rates are just and reasonable," 


Now, Mr. Roberts, I will let you look at 
this. 

A. Yes. 

Qe Mr. Roberts, do you think this is 
a fair summary of the principles of rate making 


as regards the use of the word "reasonableness"? 
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A. Well, I must come back, Mr. Biair, 
that in our day to day operations we deal with 
individual rates and it is a question of setting 
those rates on a just and reasonable basis. I 
can't get away from that. That is what we do I 
from day to day to move traffic. 

Qe Well, is Mr, Commissioner Angus in 
error in suggesting that the test of just and 
reasonableness in relation to individual rates 
is the relation of those rates to the general rate 
structure? | 

A. The relation - well, I think the 
test, Mr. Blair, is whether the rates are moving 
the traffic. Now, that is my test of a. just and 
reasonable rate, whether the rates are moving the 
maximum amount of traffic and at the same time 
returning the maximum amount of net revenue to the 
rallway. 

Q. And you would judge this, though, 
from the .standpoint of the railway obtaining the 
traffic, not the position of the shipper using 
the railway? | 

A. Mr. Blair, it is an interlocking 
situation; we get the maximum amount of traffic 
through negotiations with the shipper as to the 
level af rates. 

Q. Mr. Roberts, we will Leave this 
subject now. 

I would like to ask you now in a general 


way with relation to that paragraph, the first full 
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paragraph on page 3, whether value of service is 
the main criterion for the establishment of 
individual rates, 

Ae Well, the value of service is one, 
The various features that are taken into 
consideration, Mr. Blair, are set forth in the 
principles of rate making, such as loadability and 
those other various factors, claims, and everything 
like that. 

Qe In other words, there are a number 
of criteria, and I take it that you are bringing 
me to that part of your testimony which deals with 
the classification, 

A. Well, they all are interwoven, Mr. 
Blair. 

Qe When you say that the upper limit 
of a rate is established by the value of service, 
what do you mean? 

A. Well, that is the value to the shipper 
to move his goods to a given. destination; what 
value is it to him to get his goods there? 

Qe Well, would this test be the same 
for traffic which one might call captive traffic, 
and traffic which one might call competitive traffic. 

Ae Well, of course, Mr. Blair, the 
competitive traffic refers to traffic which is 
competitive with other modes of transportation; 
your competition sets the ceiling, what the 
competition charges, that there is a certain 


amount of competition in every rate you make in that 
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it is a question of getting it to destination, 

Qe Well, in your judgment as a railway 
official, is the value of service the same for 
traffie which is subjected to competition and traffic 
which is not subjected to competition? 

Ao L would say there is value of service 
found in the competitive rate because there is a 
value of service principle entering into the rates 
of your competitors in other forms of transportation, 

Qe Would you be willing to admit that 
the value of service principle might also be stated 
as the old principle of what the traffic will bear? 

Ae No, I prefer the other definition 
that Mr, Mann put on it. I forget the exact words, 

COMMISSIONNER MANN: Not change what the 
traffic will not bear. 

THE WITNESS: Not change what the traffic 
Will not bear, 

MR. BLAIR: Q. Then, we are just a little 
further cueud in our analysis; we are now into 
what the traffic will bear or will not bear as something 
important, What are the oriteria you use in judging 
what the traffic will bear or will not bear? 

A. The movement of the traffic, sir, 
whether the movement is inhibited, 

Qe And the movement could be inhibited 
either by too high a rate or by the presence of 
competing modes of transportation? 

Ae Well, it depends how you mean that, 


If there is another mode of transportation, well then 
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the traffic - if the railways don't meet the situation 
it would move by the other mode of transportation. 

Qe Well, I suppose that you and I would 
never really agree that the value of service is a 
principle which varies depending upon whether or not 
that service is subjectéd to competing modes of | 
transportation, 

A. I would say that it is the value of 
service which every mode of transportation is handling 
the traffic, Mr. Blair. 

Qe. Mr. Roberts, are you of the opinion 
that the value of service is still a valid and 
proper method of establishing railway rates? 

A. I certainly do, Mr. Blair, because 
certainly so far as the Province of British Columbia 
Ls concerned, and particularly products of lumber 
and fruit and coal, the value of service is a basic 


feature in those rates, 
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Qe And in your opinion the vaiue of 
service principle is still a very proper one to use 
in establishing rates? 

A. Yes, sir. 

Q. I have here a book which was published 
by Harvard University Press in 1959, It is entitled 
“Competition-in .the Transportation Industries", and 
there are four authors: Myer, Peck, Stenason and 
Zwick. 

I might perhaps, Mr. Chairman, take a 
minute to read a portion of the preface, I am 


reading from page 7 of the preface: 


"The materials and ideas in this book 

were initially developed as part of a 
unique research and educational enterprise. 
President Norris Crump of the Canadian 
Pacific Railway commissioned a group of 
economists, chairmaned by Professors 

J.K. Galbraith and John D. Slack of 
Harvard, to study the various problems 
confronting the Canadian Pacific and, 

more generally, the Canadian economy, 
Unlike so many expert reports, this 
research was not to be carried forward 

in unrealistic isolation, and then to 
gather dust in attractive binders, Rather, 
a committee of Canadian Pacific executives 
served as a seminar for exploring the 


various ideas in their formative stage. 
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This was a very active audience indeed, 

and the suggestions and criticisms of these 
individuals were a more important source 

of ideas and materials than any of those 
cited in the numerous footnotes, The 
members of this study group were Messrs, 
F.C.S. Evans, RsA. Emerson, F.V. Stone, 
G.M. Rountree, C.D. Edsforth, S.M. 


Gossage, I.D. Sinclair and C.F, Fraser," 


Now, this is obviously a book of great 
importance, 


MR. SINCLAIR: It ray only demonstrate 


that the people he has named were not able to 


convince their Professors as to the error of their 


WAYS. 


MR, BLAIR: Q. But, Mr. Roberts, I merely 


ask your comment on this paragraph which appears 


at page 181 of this book:. 


"Although the proponents of such a 

policy never put their case explicitly, 

it is generally argued that value-of- 
service rate-making is desirable for 

the entire economy and a necessity for 
the financial stability of transportation 
industries. The preponderance of the 
evidence, however, would appear to point 
to exactly a contrary conclusion; namely, 
that value-of-service rate-making as now 


practiced is both undesirable and 
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unnecessary", 


Now, Mr. Roberts, Mr. Sinclair will hand 
you the book and I would appreciate if you would 
comment upon the paragraph which I have read, 

MR. SINCLAIR: Well, Mr. Chairman, before 
Mr. Roberts answers -- I have a little familiarity 
with this context, having read it once -- and I 
do think that Mr, Blair has to continue reading a 
little bit to put the statement that he has put to 
the witness in context, Maybe, to assist, I eele 
go on. 

MR. BLAIR: Surely. 

MR SINCLAIR: ~ Following right along. from 
-- starting a little bit ahead of it: 


"Price discrimination has also increased 
because of the wider use of value-of- 
service rate-making in the other 

sectors of transportation. Before 1935; 
competition in trucking kept rates in 
line wich tnosiie With the passage of 

the Motor Carrier Act of 1935 the 

motor carriers were required to publish 
their rates Quickly, ‘and it was easier 
to adopt the pattern of railroad rates 
than to construct an entirely independent 
structure of rates', Furthermore, an 
adoption of the railroad value-of-service 
rate structure represented a direct 


matching of the price of the principal 
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competition. Eventually, the use of 
rate 'stops! (a devise whereby the 

rates on low-rated commodities in the 
railroad classification were made the 
same as a higher class) and reduction 
for some higher-rated commodities may 
have lessened the discrimination, Yet 

a study of fragmentary data collected in 
1946 showed extensive differences in the 
margins between the out-of-pocket costs 


and rates," 


Then, the paragray.. my friend read, 
Then, following after what he said: 


"The argument for desirability of value- 
of-service rate-making rests in part on 
the argument that low rates on commodities 
which have a high elasticity of demand 
are a net gain to society. Railroads, 
so this argument goes, have a high 
fixed cost. So long as the rate covers 
the additional cost of carrying the 
traffic, it represents no burden on 
either the carrier or other shippers, 

As Professor Locklin states: 
'Preferential (discriminatory) rates 
relieve rather than burden other 

traffic if two conditions are fulfilled. 
These are (1) that the rate must more 


than cover the direct costs; and (2) 
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that the traffic will not move at 
higher rates!", 


Now, I think that you have to read in 


all that context, I would go one further: 


my friend 


"The logic here is impeccable and one 


-must agree with its essential truths. 


As stated earlier, there is no point 

in forcing carriers to adopt cost as 
the only criterion of pricing and to 
preclude exploration of the possibility 
of utilizing price discrimination as a 
means of obtaining a fuller utilization 
of the transport industries capacity. 
The objection to value-of-service rate- 
making as now practiced is that it 
violates Professor Locklin's two 
conditions ; rates do not always cover 
direct or long-run marginal costs and 
the traffic sometimes will move at 


higher rates", 


-In the light of what I have read, I think 


ean keep going, if he likes, . 
MR. BLAIR: I am indebted to my friend, 


I think the point in my reading this particular 


paragraph 


was to bring to the Commission's attention, 


as well as to the attention of the witness, the 


fact that 


there is a body of dedicated opinion which 


believes that the value of service principle is 


out of date, 
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MR, SINCLAIR: That is not what that says. 
What that says is that if you follow Professor 
Locklin's criterion --- 

THE CHAIRMAN: Mr, Roberts, as I understand 
this situation, when the railway had a monopoly,so 
to speak, of traffic, then it could apply the value 
of service principle between itself and the shippers? 

THE WITNESS: That is correct, sir, That 
is correct, 

THE CHAIRMAN: And it could, as it wished, 
itself internally subsidize as between shippers? 

THE WITNESS: That was to permit the 
maximum movement of traffic, sir. 

THE CHAIRMAN: But that competition, in 
measure, the principle of value of service was 
envisaged, and is not what it was when there was 
a monopoly, but you still have to have regard to 
revenue? 

THE WITNESS: Certainly, in a country like 
ours, sir, you have to have regard to revenue, where 
so much of our traffic, as I say, primary products 
like the Province of British Columbia -- their 
lumber, their fruit, and the coal, and this 
statutory grain that we are speaking of, We applied 
the value of service principle to that, 

THE CHAIRMAN: Well, you are not as free 
to apply it, because of competition, as you were 
thirty years ago? 

THE WITNESS: No, sir, because of the 


competition, But it. still is a factor, 
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MR. BLAIR: Q. Is it a main factor, Mr, 
Roberts? 

A. It is a factor and always will be, 
Mr. Blair, You see, you must remember that this 
book is slanted against conditions in the United 
States which are vastly different from the standpoint 
of regulations than they are in this country. 

Qe If you are like Mr, Sinclair, you do 
not agree with the Professor; is that right? 

A. Oh --- 

‘ MRe SINCLAIR: Oh, no, L often agree 
with professors, I just like to surround them with 
all the facts: and not just pick them out, that's 
all. 

MR. BLAIR: Well Mr. Chairman, I will be 
as brief as I can. 

MR, SINCLAIR: You first have to interpret 
themsI have found; and,after they have interpreted 
it, you wonder if you ever said it the way they 
have got it down. 

MR. BLAIR: Do you want to go on? 

MR. SINCLAIR: I am just saying, “Read 
the whole book", 

MR. BLAIR: Q. Mr. Roberts, I was 
interested in your response to my question about 
criteria of railway rate making, when you referred me 
to the various matters which I referred to on pages 
5 and 6 with regard to classification, and you 
mention, among other things, the loadability? 


Ae Yes, sir. 
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Q. $1 was wondering whether you really did 
give full consideration to the loadability of your 
various commodities in fixing their rates? 

A. Yes, because certainly in the overall 
movement of such commodities as coal, they are 
related to the class rate in the classification -- 
the commodity rates are -- and the classification 
reflects the loadability, 

Qe And you are convinced that for the 
movement of commodities such as coal and lumber 
and other bulky commodities that the maximum and | 
minimum rules are satisfactory in the interests of 
the shippers? 

“>A, The maximum -- how do you mean that? 
: Q. The maximum and minimum loading -- 
the poundages -- that they are satisfactory and 
in the interests of the shippers? The maximum 
weights, I'm sorry. 

A. The maximum. weights? 

Qe Yes? 

A. Well, yes, sir. 

Qe I was wondering whether the 


classification has too much significance these days 


in regard to-pool car shipments where, as I 


understand £6, °€he mixing rule has been substantially 
relaxed? ” 

5 - A. Yes, the classification still has 
sigeierdanee insofar as the pool car shippers are 
concerned, They still have included in their“vars 


traffic moving at class rates. 
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1 
2 Q. And when you are fixing the commodity 
3 rates, say, for lumber, for non-statutory grain, 


4 and so forth, do you have regard to the criteria 
established for the purposes of classification? 


5 

6 Ae Well, certainly the Board prescribed 
the scale of rates on other than statutory grain, 

: and I would say very definitely gave consideration 

: to the matter of loadability. 

Q I notice that there is no reference 

10/ ain the classification or the summary you have given 


11 of it to the question of the Pouting -~- the 


12 density of traffic. Do you have regard to that 


13 in fixing particular commodity rates? 

14 A. Mer. Blair, again I come back to the 
question of primary products -- to lumber and coal 

. and commodities such as that. But you must remember 

° this; that whatever rate we set in Canada applies 

17 


both to one carload or ten or twenty carloads. I 


=... 
18 mean, it appliéSeto the big shipper and the little 


19 shipper. 
20 Qe Would you see any advantage in 
1 permitting train load rates to be established? 


A. Well, we had them for a while, sir, 


22 

on logs, and we still have a few. They will expire 
5 automatically as the limits are cleaned out. I do 
We not know whether there would be any advantage to 
= us for train load rates, They might, under certain 
26 circumstances. I would not like to make a definite 
27 answer to that, 
28 Qe Your departinetit has not given any 
29 
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consideration to this in recent years? 


A. No, sir. 


(page 4168 follows) 
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Q. You are familiar with Exhibit 87, I 
believe it is -- the Canadian National Railways exhibit? 

MR, SINCLAIR: Have you not got a similar 
one from the Canadian Pacific where the points would be 
more easily handled by the witness? It is all right, th 
witness says. 

MR, BLAIR: Well, we are going to speak 
about places like Calgary and Edmonton: are they on 
your railway? 

WR, SINCLAIR: Yes. 

MR. BLAIR: Q. Mr, Roberts, I wondered 
whether the commodity rate on domestic grain has been 
established with the view of permitting the traffic to 
move; would the traffic move at the rates now estab- 
lished for domestic grain if there were no subsidy on 
the movements from the prairies to the Pacific coast? 

MR. SINCLAIR: I wonder if my friend would 
make clear what he has in mind. 

MR. BLAIR: Well, I have asked the witness 
a question and I have asked him whether the established 
commodity rates on domestic grain which are set forth 
in a representative fashion in this exhibit would 
move the traffic from prairie points to the Pacific 
coast if that movement was not subsidized. 

MR, SINCLAIR: Who says it is subsidized? 

THE CHAIRMAN: You mean feed grain? 

MR, SINCLAIR: Well, that is not what he 
said. | 

MR. BLAIR: I did. 

MR. SINCLAIR: Are you suggesting there is no 
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other traffic but feed grain moving to the Pacific coast? 

THE CHAIRMAN : It is the feed grain you are 
referring to? 

MR. BLAIR: ¥es,. 

MR. SINCLAIR: Well, that is not all the 
domestic movement. 

MR. BLAIR: Q. Would the witness be able to 
say whether this part of the traffic would move if it 
were not for the subsidy? 

A. I would say yes,because there is also a 
substantial movement within the prairie provinces them- 
selves and in the Kogbenays of British Columbia at those 
rates? I don't see that there would he any difference. 

Q. You think if the subsidy were removed 
that you would still be able to move feed grains at the 
established commodity rate to the Pacific coast in the 
present volumes? 

A. I consider the movement would still take 
place, yes, because you have the dairy herds of the 
Fraser Valley. The grain is brought in for them, and 
the milk is sold in the City of Vancouver and New 
Westminster, and they are going to get the milk. 

Q. What about the poultry? 

A. The poultry likewise will still be sold 
in the Vancouver market. 

Q. Well, I hope the Government of Canada does 
not hear of you considering this subsidy is unnecessary. 
Your view is that this commodity rate on domestic grain 
in so far as it relates to the movement of feed grains 
has been established at a level which will move the 
traffic? 
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A. Yes. 

@. Which meets that fundamental test you | 
gave earlier that the rate must be at a level which woul 
move the traffic? 

A. I would say very definitely, because the 
seale in the first place was prescribed by the Board, 

Q. You will note in this exhibit that there 
are several colums of rates: one is entitled “Export 
Rate", and the next one “Domestic Rate", Taking the 
Calgary to Vancouver movement, the export rate is 20 
cents per 100 pounds and the domestic rate, at the 
17% level, is 70 cents per 109 pounds, reduced to 
66 cents per 100 pounds. The Edmonton disparity is 
as between 70 cents and 78 cents. Is there any dif- 
ference in the cost of moving grain for export or for 
domestic use? 

A. | Well, generally speaking, the cost, I 
don't imagine, would be any different. I am not a 
costing man, but, generally speaking, it would not be 
any different; but, the circumstances durrounding the 
movement of the traffic are entirely different. 

Q@ Mr, Roberts, you propose in effect, in 
your submission to double the return for the export 
movement of grain. The rates which are now 20 cents 
per 100 pounds would, in effect, advance your revenues 
to 40 cents per 100 pounds. 

A. Well, we are suggesting a 100 per cent 
increase in the rates, 

Q. And this is on the basis that that would 


fully compensate your railway for the cost of moving 
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that traffic? 

A. | That is correct. 

Q@. Well, then, this rate for domestic grain 
from Calgary to Vancouver, which is now set at 70 cents 
per 100 pounds and reduced to 66 cents because of the 
special subsidy, is far in excess of the cost of moving 
that product? 

A, That is right. 

Q. What is the reason for this tremendous 
disparity between the cost of moving the grain and the 
rate which you charge on it? 

A. As I said to you, you are not comparing 
like and like. The circumstances surrounding the two 
movements are entirely different. The movement of 
domestic grain for feeding into British Columbia is a 
movement that stops in the Fraser Valley and Vancouver. 
The grain is used for feeding livestock and poultry and 
the resultant products are sold in Vancouver or that 
vicinity. It is all a movement within the Canadian 
market. You are comparing that with the grain 
moving to Vancouver into the export elevators, and it 
has just started on its journey. It is going out of 
Vancouver into the markets in the United Kingdom and in 
Japan, say, or India in competition with grain grown 
‘in other countries. The railways realize that the 
transportation, so far as they are concerned, is only 
part of the total cost, and it is important for these 
products to get out of our country in competition with the 
products of other countries. I don't think that idea 


is peculiar to transportation. I would say manufacturers 
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themselves in Canada are reaching out into the foreign 
markets and they have to meet that same sort of com-— 
petition, It is, you might say, a joint enterprise. 
Q. I am sure no one would dispute the fact 
that it is in the national interest to ancourage 
exports, but you have not answered my question as to 
why the domestic movement should be overaharged to 
such a considerable extent? 
A. I don't think it is overcharged. I say 
it is paying a just and reasonable rate, 
Q. There is one other matter I would like 
to direct your attention to, and it occurs on page 13 
of your precis. Looking at page 13, the first para- 
graph and the last sentence: 
"Accordingly, in determining a level of 
just and reasonable rates for Western export 
grain traffic it is necessary first to establish 
a level of rates on such traffic which will 
result in such rates having a proper place in 
the freight rate structure. " 
Now, the question I wish to ask is why is 
it necessary to do that rather than to put the rates 
simply on the basis of the cost of moving the traffic? 
A. The cost of moving the traffic +--~ the 
variable cost? 
Q. “No, the fully distributed cost, which is 
the main contention of your railway in this case. 
MR. SINCLAIR: Well, if it is, that is the 
first time I knew it. My friend can put questions, but 
I think he had better wait until we put our own 
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contentions. I didn't know the main contention was 
that rates should be fixed on full cost. 

MR, BLAIR: I am just dealing with the 
question of the export rates on grain. 

MR. SINCLAIR: That is not our main conten-~ 
tion there either. Our main contention was that the 
difference -- that a just and reasonable level for 
export grain rates would be one where the contribution 
over variable cost would equal the difference between 
the variable and constant costs. That was made clear. 
My friend has not been here a11 the time, but that 


was made very clear. 
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MR. BLAIR: Mr. Chairman, I don't want to 
quarrel with Mr. Sinclair, but I think that it is 
generally understood that what the railway wants to 
happen is to be fully remunerative for its costs. 

THE CHAIRMAN: What is your question again? 

MR. BLAIR: Mr. Chairman, I asked the witness 
why, in fixing these new rates, he considers it im- 
portant to fit them into a proper place in the freight 
rate structure rather than simply to have regard to the 
cost. 

THE WITNESS : Well, we are not making rates 
on cost, Mr. Blair. This is what we consider to be, 
after testing all of the circumstances, a fair and 
reasonable level of rates. 

MR. BLAIR: Qe So that the rate which you 
have suggested here has more to it than the element of 
recouping your cost in moving the grain? 

A. It is putting the rates on a reasonable 
level in the freight rate structure at the present 
time. : 

Q. And, finally, Mr. Roberts, I want to 
direct your attention to the question of burden which 
has been discussed by other people. I. direct your 
attention to page 19 of your precis and the second 
last paragraph where you say: 

"Tn view of the large volume of Western 

grain moving to export positions in relation 
to total traffic, it is apparent that unless a 
substantial burden were to be placed on other 


traffic or on the railways, the just and 
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reasonable level must meet the total cost of 
transporting the grain traffic." 

A. That is correct, 

Q I note that reference to the total cost 


of transporting the grain traffic as part of your sub- 


mission. 

A. Because of the large segment of traffic 
involved. 

Q@. You say “unless a substantial burden were 
to be placed on other traffic." Do you not agree that 


a burden has already been placed on other traffic? 

A. Well, of course, rates have moved up in 
general revenue cases higher than they would have had we 
been able to place the increases on statutory grain. 

Q. Would the rate on lumber, say, from 
the Pacific coast to prairie points be as high as they 
are today if grain had borne its proper share of postwar 
rate increases? 

A, I would not care to say that because 
there have been certain adjustments made in the lumber 
rates from time to time. 

Q. You say “unless a substantial burden" -- 
these are your words --- "were to be placed on other 
traffie." Have you any idea what other types of 
traffic might have to bear any burden? 

A. Well, they have all shared, I would say, 
Me. Blair, in varying degrees, because we have applied 
increases as and when it was possible for us to do so. 

Q. So that your conclusion is that the 


burden has been imposed upon them? 
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A, There has been a burden on traffic and 
a burden on the railways as a result of the statutory 
rates. | | 

MR. BLAIR: That is all, Mr. Chairman, Thank 
you again for your consideration. 

THE CHAIRMAN : Thank you, Me. Blair, 

let us take a break for five minutes. Com-= 


missioner Mann has some questions. 
~=-=—Short recess, 


COMMISSIONER MANN: Mr. Roberts, you have been 
avery patient witness, and there are just a few ques- 
tions. | 

THE WITNESS : Me. Mann, we are here to help. 

COMMISSIONER MANN s On page 15 of yow precis 
you mention that the statutory grain rates do not progres 
uniformly and this, of course, is amply borne out by 
having a look at Exhibit Ne. 88. Have you got that 
Randy there? | 

| A. have, I think, my own copy of it, sir. 

COMMISSIONER MANN : Now, if I recall correctly 
Me, Roberts, you mentioned in reply to a question that 
the groupings were created because of business considera- 
tions? 

| THE WITNESS : Well, I would say it in this way 
in my opinion, sir, that they extended the rates as the 
towns grew up. it is significant to me that the break- 
point in the groupings are the larger towns, like, for 
example, Winnipeg breaks at 1a Prairie, the next one 
breaks at Brandon, Griswold and Qu'Appelle, likewise 
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Moose Jaw. It seems to have been predicated on the 
major towns. 

COMMISSIONER MANN: You wouldn't call 
Parkbeg a major town? 

TRE WITNESS : Well, it would be as far as 
the gathering of grain is concerned back in 1899, 
probably. 

COMMISSIONER MANN: Anyway, these groupings 
were laid out having in mind the historical develop- 
ment of grain rates? 

THE WITNESS ¢ I would say so. 

COMMISSIONER MANN : Has there been a shift 
in grain production since these groupings were laid 
out? | 

THE WITNESS s As we say in the evidence, when 
the rates were originally put in the grain primarily 
was grown in Manitoba, but now, of course, you have 
the Regina plains, and all the territory surrounding 
the main line of Canadian Pacific, both north and 
south, is a tremendous aiid growing area. 

COMMISSIONER MANN : Would it be fair to 
Say that these groupings are not now as important 
as they once were in view of the change? 

THE WITNESS ZI would say it this way, that 
they are important in so far as the farmer is cone 
eerned, 

COMMISSIONER MANNs Now, it appears to me 
that Canadian Pacifie does consider these groupings 
important because of several points mentioned, that 


certain proposals would have disturbed long-established 
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groupings, and there is reference to that at the top of 
page 16, and again this is mentioned at page 18 of 
your precis where you say that a uniform increase of 
100 per cent is proposed -- I am paraphrasing -- because 
this method retains the group relationships? 

THE WITNESS : That is correct, 
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COMMISSIONER MANN: Now, how does it do 
that, Mr. Roberts, when you proposed the percentage — 
increases? Can I show you something I have done here, 
and perhaps we will try and relate to it in such a 
way as will be clear in the transcript without putting 
this in as a memo, 

You will notice on your Exhibit 88 the 
difference in rates between the various groups which 
at the moment -- except for the differences between 
Keewatin and Winnipeg -- it is one cent per hundred 
pounds per group? 

THE WITNESS: Yes. 

COMMISSIONER MANN: If you make an increase 
of 100 per cent from Keewatin to Winnipeg, the differen- 
tial becomes one cent, and all the other differentials 
between the groups, of course, increase to two cents 
and still maintaining the same cents per 100 pounds 
differential between the groups? 

THE WITNESS: That is right. 

COMMISSIONER MANN: If you then, having 
increased, Mr. Roberts, the rate 100 per cent, if you 
then could make another increase of 25 per cent over 
the then existing level, is it not correct that the 
differentials in cents per hundred pounds between the 
various groups becomes distorted? 

THE WITNESS: That is looking into the future 
Mr. Mann. 

COMMISSIONER MANN: That is right. 

THE WITNESS : Well, if that happens, sir, 


that there was by chance some time in the future allowed 
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a 25 per cent increase; ,if you happened to get a 100 
per cent increase .--- 

COMMISSIONER MANN: We are going on assump- 
tions now. 

THE WITNESS: That would happen, but there 
would be -- you would get away from the present relation 
s hip. 

COMMISSIONER MANN: Any additional increase 
beyond this nue 

THE WITNESS: In cents per 100 pounds, but 
each one would have received the same percentage in- 
crease. : 

COMMISSIONER MANN: I understand that, but, 
you see, what puzzles me a little bit, and this is 
where I would very much like you to clarify the matter 
for me, if it is so important to keep the many entaye 
lished groups, then it must be because there is an 
importance in keeping one group in the same relation- 
ship to the next, and that is presumably done by 
differentials in cents per hundred pounds. Would 
that be right? 

THE WITNESS: Yes. 

COMMISSIONER MANN: What puzzles me was that 
if the 100 per cent increase went on and then another 
inerease beyond that went on, you would destroy this 
and you would not achieve your aim? 

THE WITNESS: Well, that would happen in 
that instance, that would happen. 

COMMISSIONER MANN: For instance, if you 
look at Swift Current, the rate from Swift Current to 


ee _ 
ee ee Se 


saottesed Jasna ot mo ame 28 Baw woe a 


duet paBeog OOF “teq atnes ar react sar 
“ot sastaooreq ontsa ont pevteoer evar blow sap dose 
. 98899 

iud dent dasderbay 'T MAM ASMOTReTMMOO | 
at elit bos <did ef@stl & om aetssua tad (ose voy 
Taviem eft yItwele of voy etl dete yrev Dinow I evedw 
-dsine Yoem sds qeex od InsPioget of wr gr tt ¢omt TOT 


| -sotteler ome edt wt quote eno aatqsot at eonsttoaqmt 
wd snob YLdamuaenq at dads Sas .dxom odd ot qtsda 
hiveoW . .ebaseq bethiwd seq edaso at efatdnersttip 
| | tirghe od dealt 

asf :220ErIW auT 
Sorid asw oot aetssue ded  :TMAM SeMOLRATNMOD Sooiers 
vTeltors cede hes ao thew suseuont daes teq OOf “add tt 
aids youtes bisow soy .ao trew tedt buoyed easetont 
Tmis swoey evelios tea bivow voy Das 
rt nog bivow dadt .ftew seamemmw ae i 
.aeqgad Btuow dads <oonadamt tadt 

ney TE .Semedeat vol + HWAM sMOTeaTOo 


od dcers® IDtWwe mow? otes edt (dese ‘ttnwe de fede! L 


ms al overdd esuesed od taum tt edd yaquows bedekt 


ke satd a | t 
aesotont Lsaotd Libs ‘ie | ‘eihanne iment 
~—« tte Boxed 


‘2 


aL 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Roberts 4181 
(Mann ) 


the lakehead is now 22 cents per 100 pounds as per 
Exhibit 88. 

THE WITNESS: Yes. 

COMMISSIONER MANN: The rate from Winnipeg 
to the lakehead is now 14 cents per 100 pounds? 

THE WITNESS: Yes. | 

COMMISSIONER MANN: And the differential 
between Swift Current and Winnipeg is 8 cents per 100 
pounds? 

THE WITNESS: Yes. 

COMMISSIONER MANN: If you obtained a 100 
per cent increase, the differential between the two points 
would increase to 16 cents per 100 pounds? 

THE WITNESS: The percentage relationship, 
sir, would be the same, though. 

COMMISSIONER MANN : I understand that, but I 
am just referring to the differential. Then, an in- 
erease of 25 per cent beyond that would increase that 
differential to 20 cents between Swift Current and 
Winnipeg? 

“THE WITNESS: Yes. 

COMMISSIONER MANN: So that you have an in- 
crease on that calculation in the differentials alone 
from 18 to 20 cents per 100 pounds? 

THE WITNESS: That is right. 

COMMISSIONER MANN: Now, would you think that 
would have any influence at all on the relationship as 
between the various groups which you want to maintain? 

THE WITNESS: Well, it might conceivably in 
the marketing, Mr. Mann; it might conceivably in the 
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COMMISSIONER MANN: Of course, we understand 
that under the proposal as made by Canadian Pacific 
this is at the moment an academic matter because the 
rates to the farmer were not increased? 

THE WITNESS: That is right. 

COMMISSIONER MANN: And this is at the moment? 

THE WITNESS: Right. 

COMMISSIONER MANN: Now, I have one more 
question, Mr. Roberts. On page 23 of your precis, 
you will note the table there, the rates shown, the 
American rates shown, are these commodity rates? 

THE WITNESS: Yes. 

COMMISSIONER MANN: In the York, North Dakota, 
to Duluth, are there no competitive rates at all? 

THE WITNESS : No, sir, no. 

COMMISSIONER MANN: So that all the Americm 
rates, Mr. Roberts, that you show here are the rates 
that actually move the traffic? 

THE WITNESS : That 1s right; I say this, not 
of my knowledge, anyway, Mr. Mann. 

COMMISSIONER MANN: Now, Mr. Roberts,I have 
a question on Volume No. 24 of the transcript, page 3503. 
There you discussed with Mr, Mauro the question of 
classification ratings, and Mr. Mauro asked you whether 
you can have any more than nine ratings, and I believe 
your answer was that you can't. It is page 3503, 
Volume 24, and it is about in the centre of the page, 
and you were referring to classification ratings .when 
you say: 

"You can't have more than the nine we have 
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THE WITNESS: Yes, that is right, sir. 

COMMISSIONER MANN: What would prevent you, 
Mr. Roberts, from having additional ratings in the 
classifications now? 

THE WITNESS: Well, to this extent, you 
would, I would say, Mr. Mann, in doing that be estab- 
lishing a commodity rating; that is what you have in 
mind. In other words, something lower than what is 
presently in effect. It could be done, but in doing 
that you would be extending possibly the single line 
basis to a two-line movement, and that would be -- . 

_ that wouldn't be necessary, in my opinion. 

COMMISSIONER MANN: I understand the impli- 
cations, but what I wanted to know is that I got the 
impression it was legally impossible for you to have 
any more ratings than nine and that probably is not so. 

THE WITNESS: No, that is not so. 

COMMISSIONER MANN: On practical situations 
which make it advisable, you must have more than nine? 

THE WITNESS: That is the answer, 

COMMISSIONER MANN: One more question that 
eame out of something you discussed with Mr. Blair a 
few minutes ago. You referred to trainioad rates? 

THE WITNESS : Yes, 

COMMISSIONER MANN: I have, perhaps, mis- 
takenly understood that under the Railway Act trainload 
rates are not permissible; am I right or wrong? 

THE WITNESS : Well, you have to charge the 
same rate for one car that you charge for ten cars, 


that is correct, but the railways did have in British 
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Columbia, Mr. Mann, trainload rates on logs, and we 
also had rates =~ when I say trainload, I mean ten 

cars or more -=- we also had rates on gravel going into 
the Winnipeg area of 20 cars or more, Now, the gravel 
rates are gone; the log rates were permitted to remain 
in effect but to expire -~ no new ones can come in-- 

to expire when the limits ran out, but there is still 
the odd one in British Columbia. 

COMMISSIONER MANN: But you are, under the 
the Railway Act now prohibited from making trainload 
rates? 

| THE WITNESS: That is right. 

COMMISSIONER MANN : Thank you very much, 

MR,SINCLAIR : I have just one question in re- 
examination for clarification, and it is for clarifica- 


tion on a point raised by Commissioner Mann. 


RE-EXAMINATION BY MR, SINCLATR: 

Q. Mm. Roberts, if you decided that it is 
necessary to maintain a cents per hurd ved pounds differen 
tial between groups, the only way you could do it, would 
it be correct to say, would be by applying a flat in- 
crease per hundred pounds to each rate applicable to 
improvement? 

re Yes, sir. 

Q. And in so doing,would it be right to say, 
Mr. Roberts, that then you would distribute the pro- 
portion of relationships between the groups; for instance, 
Winnipeg being 14 cents and you put on 20 cents, you 
would make it 34 cents, and if you put it up 20 cents 


on a 25-cent rate, that makes it 45 cents, and the 
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percentage relationship then is materially altered? 

A Yes, sir, 

Q. But this is not involved in what we are 
proposing in respect to grain rates at all, is it? 
This is really dealing in another problem using the 
hypothetical grain rates for the discussion. 

THE CHAIRMAN : I think he was talking about 
the problems of labour. 

MR, SINCLAIR : I think we understand com- 
pletely what we are talking about; as I say, it is 
applicable to something else. | 

I think that is all I have got. 

THE CHAIRMAN: Is there anything further? 

Well, now, gentlemen, we will adjourn to 
Winnipeg on the 8th of February, and I understand that 
we are meeting at the Legislative Buildings. 


---Whereupon the hearing adjourned at 3.35 p.m. 
to resume at Winnipeg, Manitoba, on Monday, 
February 8th, 1960. 
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